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Income Taxes; Capital Stock Tax; Excess Profits 
Tax; Undistributed Profits Tax; “‘Windfall’’ Tax 


ERE is the definite, reliable 
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to incur the least possible taxes. 


for Clear Complete Answers to Tax Questions: 


e 


eral Income Tax 


Handbook 





ROBERT H. MONTGOMERY 


guidance you want on what to do now in pre- 


ir ’round in completing individual transactions ; 


Robert H. Montgomery stands as one 
America’s 
authorities today. 


17th Annual Edition 
of the Famous 


Montgomery 
Tax Handbooks 


—The Work of an 
Outstanding Authority 


foremost income tax 
Countless times his 


In this book a nationally known authority and a corps of skilled practitioners 


opinions on tax questions have been 
upheld by court decisions. He has over 
and again anticipated by years the 
position finally taken by the Treasury. 


have done the work of research 
to work over by yourself, but the 


the reams of cases and official pronouncements actually reduce. 


answers to your questions, so you 
apply the law. 


The authority of this book is attested by its use, year after year, by professional tax con- 
At the same time, it is so constructed that business executives 
and individual taxpayers everywhere find it of immense personal value. The 150,000 copies 


sultants all over the country. 


issued in 17 successive editions tell the s 


—( The Only Guide Giving \_ 
All These Features: 


1. Both Legal and Accounting view- 
points combined at every step; 

2. Expert counsel and comments on 
problems you face under each tax; 

3. Procedure to follow—specific recom- 
mendations of just what to do; 

4. Trustworthy interpretation of new 
or doubtful provisions of the law. 
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ESTATES, TRUSTS, 
AND GIFTS 


By Robert H. Montgomery 
with Roswell Magill 


Professor of Law at Columbia 
University 


A SEPARATE annual volume for 
executors and administrators, trust 
officers, attorneys, accountants, and 
property owners and their beneficiaries. 
It covers the application of the estate 
tax, the gift tax, and the income tax 
as this affects estates and trusts. 


The past year has been marked by a 
flood of decisions concerning these 
taxes. The Supreme Court, lower 
courts, and Tax Board have clarified 
many issues. The Treasury has amended 
its regulations in important respects. 


This new handbook brings the entire 
situation down to date. Following the 
plan of the Federal Income Tax Hand- 
book, it interprets the law, the de- 
cisions, and official rulings into plain 
statements of advice and procedure. 


$7.50 


550 Pages 


for you. They give you, not pages and pages 
short, decisive, final recommendations to which 
You have net 
won't overlook anything, or otherwise wrongly 


tory. 


Use it on your tax problems. The serious inequities 
it helps you avoid, the often unsuspected opportuni- 
ties for substantial savings which it opens, can 
hardly fail to repay your small outlay for the 
Handbook. 





Save Time, Worry, Taxes 


In the Revenue Act of 1936, you have not only a new tax 
law to contend with, but new and untried tax principles, some 
of them revolutionary in effect. With the Government con- 
struing the law narrowly, it is more important than ever to 
consider options which you are permitted, and to exercise the 
option in any particular transaction or accounting method 
which results in the minimum tax. 

Any legitimate deductions or adjustments you can make 
will be reflected in even larger savings than in previous years. 
Mistakes are going to be costly. 

Montgomery’s Federal Income Tax Handbook furnishes an 
expert analysis of the law which enables you to take tie 
initiative confidently in all questions involving tax policy and 
judgment; to take the long-range viewpoint in selecting and 
applying procedure. 


Books Ready for Immediate 
Delivery 


Order a copy today and put it to use in your 
tax work. See if you, too, do not say it gives 
you more than any other tax publication you 
have ever seen. 

At its price of only $10, you can’t make a 
better investment in tax information than this. 4 
Almost any reference you make to the book 
may save you the price many times over. Get 
the full benefit of this help—fill out the order 
form at the right and mail it now. Satisfac- 
tion guaranteed. 
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Handbook and Federal Taxes on Estates, 
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Editorial Comment 


seems that a ray of hope can be held out to con- 
trollers for the year just beginning—hope that 
the twelve-month period will not produce so many 
new complicated problems as have been laid on their 
shoulders in each of the preceding yearly periods 
since 1931. This hope is based on the assumption 
that the New Deal has run out of regulatory meas- 
ures affecting business, or at least has arrived at the 
point where consolidation, and refinement of pro- 
cedures, will take the place of entirely new measures. 

No such radical departure from former standards, 
for instance, as the surtax on undistributed profits, 
is expected; perhaps there will be no further devalu- 
ation of foreign currencies to plague concerns doing 
business abroad; and it is just possible that a Fed- 
eral corporation or licensing act will not be intro- 
duced into the picture this year. 

Revision of the Federal Revenue Act does loom 
ahead, particularly with respect to the tax on undis- 
tributed surplus, and with respect to the taxes im- 
posed by the Social Security Act, but with only re- 
vision of tax laws to cope with, controllers will feel 
that they are having a vacation, as compared with 
the past four years in which they have been con- 
fronted with a long series of special problems, com- 
plicated in character. 


Refinement of the regulations, standardization of 
practices as government and state officials them- 
selves through commission and court decisions come 
to a clearer understanding of the requirements— 
these will claim the attention of corporation officials 
as they attempt to keep abreast of the changes 
brought about in 1936. 

Extension of government regulation of methods 
of accounting and reporting, to business generally, 
along the lines of regulation imposed on the rail- 
roads and public utilities in the past, will in all prob- 
ability be the next movement of far-reaching im- 
port with which controllers will be called on to 
grapple. Will such regulation, if it comes, be ex- 
ceptionally burdensome? Will the accounting prin- 
ciples laid down be fairly in keeping with accepted 
business practices? Will this come in 1937? Will 
the beginning be made this year? If so, in what 
form? These are the questions which corporate 
management is asking. What part will controllers 
play? Will they cooperate with government agencies 
in defining workable principles and procedures? 
This appears to be the really great task ahead of 
controllers in the immediate future. How will they 
meet it? 
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Simple Form of Receipt to Employee 


| 
t 


AL) 


Devised by Large Corporation 


Believed To Comply with Law and Regulations Covering Withhold- 
ing of Portion of Wages in Payment of Old Age Benefits Assessments 
—Stub Attached to Bank Check—Face of Pay Envelope a Receipt. 


INCE the middle of November, 

when the details of the old age 
benefits section of the Social Security 
Act were divulged to the business 
world, controllers have been busy 
adapting their record keeping, pay roll, 
and wage disbursing procedures to the 
requirements of the law and its under- 
lying regulations. They have been com- 
pelled in many instances to make addi- 
tions to their procedures, to engage 
additional clerical help, and to have 
new forms printed. All of this was 
subsequent to intensive studies of the 
law itself, and of the regulations, which 
controllers were compelled to make in 
order to put themselves in a position 
/o meet the act’s requirements. 

The Treasury Department and the 
Social Security Board have been some- 
what at sea themselves with respect to 
important details, and as a result lit- 
tle definite assistance in solving the 
problems attendant on compliance with 
the act could be had from those 
sources. It therefore became necessary 
for controllers generally to depend on 
their own resourcefulness and common 
sense to work out solutions. In literally 
scores of meetings held by members 
of THE CONTROLLERS INSTITUTE OF 
AMERICA, in various sections of the 
country, notes were compared, sugges- 
tions and comments were made, and 
proposed methods and procedures were 
examined and criticised. Out of all of 
this have come procedures which it is 
believed will meet all requirements. 

There are presented here, by cour- 
tesy of the controller of one of the 
country’s largest industrial corpora- 
tions, several forms which were put 
into use by that company at the begin- 
ning of the year. These forms and the 
accompanying descriptions of their 
use, particularly those covering deduc- 


tions from wages and the giving of re- 
ceipts therefor to employees, will it 
is believed be useful to many control- 
lers. 

—THE EpIror. 


There has been much discussion 


that the receipt should take which 
must be given to employees when 
employers deduct a portion of their 
wages, for forwarding to the govern- 
ment in payment of old age benefits 
assessments. The answer which one 
nation wide industrial concern is giv- 


among controllers as to the form 





Sample of Slip Attached to Pay Envelope 





NO. = 12999 





168-09-1058 


NAME _ Richard Roe 
































ND 5s oh esas dice cnet $32.00 
ee ee ee ee ree 3.00 
TOTAL $35.00 
DEDUCTIONS: 
Federal Old Age Benefit.... $ .35 
S| a a eee eae 
Ss os soins taees sa wewes 4.20 4.55 
NET $30.45 
Received of Company 


the above amount in full payment of wages 
due on 


Pay Ending Jan. 9, 1937 





Signed 
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Note: The same wording and amounts appear on the face of the envelope itself. 
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Sample of Payroll Form Used by Large Industrial Corporation 
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Note: Number on. top line in first space is Federal registration number. The other is a time clock number. The number following 
the individual's name is his employment date; thus 227” indicates February, 1927. 






































ing to the many questions that have 
been asked, is given in this article, 
together with a description of the 
procedure followed by this large 
corporation in keeping its payroll, in 
maintaining a separate account for 
each employee, and in paying salaries 
and wages. The forms used and to 
be used are reproduced, by courtesy 
of the vice-president and controller 
of the company, who is a member of 
The Controllers Institute of America. 

In transmitting the forms this 
controller wrote: 

“I am inclosing you several papers 
herewith, which you will note are 
printed without any company head- 
ings. With respect to all of our op- 


erating department and mill forms, we 
seldom put the company name thereon 
as they are standard forms which can 
be used by any of our subsidiaries or 
branches. Of course when any form 
goes to an individual or is used out- 
side of the internal operations of the 
company, the company name is then 
always indicated. 


FEDERAL NUMBER INSERTED 

“The first form is our standard 
payroll form. We show thereon a 
fictitious name and amounts merely 
that you may be able to follow the 
use of the form. You will see how 
we are inserting the Federal registra- 
tion number along with the name 


and clock number of the individual. 
The number following the individ- 
ual’s name is his employment date; 
thus 227” indicates the month of 
February in the year 1927. The 
number of hours worked is accumu- 
lated from the time clock cards, time 
books or other auxiliary forms. 
“After the payroll is completed, 
the amount of each individual pay- 
roll is posted to a payroll ledger. In 
this ledger there is a sheet for each 
employee, on which all the pertinent 
information is shown. In addition to 
the registration number, we carry 
the date upon which, according to 
our records, the individual will reach 
his sixty-fifth birthday, so that we 
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April 6,1959 
RICHARD ROE 
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AVERAGE WEEKLY Hours_20__ 






OLD AGE 


BENEFIT WAGES 


STATE 
u.c. 
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know just when to quit accumulating 
taxes. The data as to the number of 
hours worked, amount of wages paid, 
and the deductions for state unem- 
ployment compensation or old age 
benefits are recorded on this form 
and at the end of the year or any 
other period it is necessary only to 
make a total in order to prepare our 
reports. 

“The disbursement of the wages is 
handled in most instances by a check 
on a bank and the specimen I am at- 
taching covers the operations of one 
of our plants. The detachable stub 
at the left of the check gives the em- 
ployee all the information he re- 
quires for his own records, and we 
believe complies with the require- 
ments of the law as to furnishing 
some statement to the employee. 


Pay ENVELOPE FORM 

“At several of the plants, where 
it is not convenient to pay by check, 
we use a pay envelope, of which we 
have drawn up a specimen for your 
information. For the slip that is at- 
tached to the envelope we use a 
carbon-backed paper so that the slip 
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and the envelope are bound to agree. 
These slips are detached from the 
envelopes after the envelopes are 
written and balanced out against the 
payroll. The slips are issued to the 
workmen prior to the pay hour in 
order that they may know the exact 
amount coming to them and may re- 
port differences if they have any 
reason to believe that the amount is 
not correct. The employee then signs 
the receipt on the bottom of this slip, 
presents it at the pay window, and 
receives his pay envelope. As the 
same information is shown on the 
envelope with respect to deductions, 
the envelope itself becomes the state- 
ment to meet the requirements of 
law. 

“If you wish to reproduce these 
in any article in THE CONTROLLER 
there is no objection to your doing 
so, except that we would prefer that 
the name of the company and the 
name of the bank should be blanked 
off. 

“In connection with this require- 
ment for a receipt, I am attaching 
also a memorandum taken from the 
Commerce Clearing House Service, 


which indicates that in the opinion 
of the Deputy Commissioner of In- 
ternal Revenue the requirements of 
law will be met if the amount of de- 
duction is merely shown on the 
check, which will naturally go out 
of the employee’s possession when 
he has the check cashed.” 


DEPARTMENT'S RULING 
The following wire was sent to 
D. S. Bliss, deputy commissioner, by 
Commerce Clearing House, Inc. on 
December 14, 1936: 


“Will a notation on the face 
or back of an employee's check 
of the amount of tax deducted 
from wages by the employer 
under Sec. 801, Social Security 
Act, sufficiently comply with 
Article 206, Regulations 91?” 


The following reply was received 
by wire from D. S. Bliss, deputy 
commissioner, by Commerce Clear- 
ing House, Inc., on December 15, 
1936: 


“Re telegram of December 14. 
Printed notation on employee's 
check indicating amount with- 





Sample of Pay Check, To Which Special Stub is Attached 
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EMPLOYEE 
NO. 12099 
168-09-1058 
PAY 12099 RICHARD ROE 





59-351 





TO —___——_ “NATIONAL BANK —— 
PEACE 


COMPANY 
PLACE 


FOR WAGES DUE PAY ENDING JAN. 9, 1937 


OR ORDER 


EXACTLY $30 & 45 CTS. 


NOT VALID AFTER 30 DAYS FROM DATE 
ee) een 


JAN. 9- 1937 


SSANLIA 
THAOTIWNA 
NOdWaH daLV.LS SV SHDV A JO LNAWAVd GAAISDTY 





AUTHORIZED SIGNATURE 
































held on account of tax imposed 
by Sec. 801, complies with 
Article 206.” 


MASSACHUSETTS RULING 
Additional instructions have been 
issued by the Massachusetts Unem- 
ployment Compensation Commission, 
as follows: 


“The commission has prescribed 
that employers subject to the Unem- 
ployment Compensation Law furnish 
employees at the time of withhold- 
ing contributions under such Law, a 
statement showing the deductions 
and the purpose for which withheld. 
The commission does not prescribe 
any particular form or type of state- 
ment, and the employer is free to use 
such form as may suit his conven- 
ience. 

“In order to conform with Federal 
practice under old age provisions of 
the Social Security Act the informa- 
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Sample of Stub Attached 
to Pay Check 


YOUR STATEMENT 
OF 


1 
l 
| 
| 
EARNINGS AND DEDUCTIONS '! 
FOR THE PAY PERIOD ENDING | 
| 
I 
| 





JAN. 9—- 1937 
DAY WAGES $32.00 | 
BONUS 3.00 ! 





ToTAL $35.00 
| 


DEDUCTIONS: ' 


FEDERAL 
OLD AGE 
BENEFIT $ .35 





| 
| 
| 
STATE U. C. | 
OTHER 4.29 4.55 | 


NET $30.45 , 





| 
EMPLOYEE DETACH, 
KEEP FOR YOUR RECORD |! 








! 





tional letter issued December 22 is 
hereby corrected so far as it pre- 
scribed procedure for withholding of 
contributions where the computation 
involves a fractional part of a cent. 
In cases where the computation of 
the 1 per cent. contribution on the 
wages results in exactly one-half cent, 
such half cent shall now count as a 
whole cent for purposes of employee 
deduction and contribution. The 
paragraph pertaining thereto in the 
informational letter of December 22 
is now corrected and superseded by 
the following: 


“Where the application of the 1 
per cent. computation on the wages 
and other compensation of the em- 
ployee results in an amount includ- 
ing a fractional part of a cent, such 
fraction shall be ignored if it 
amounts to less than one-half cent, 
and if one-half cent or over, it shall 
count as a whole cent for purposes 
of employee deduction.’ ” 


Three Methods of Reporting Payrolls 
Offered New York Concerns 


The details of the New York State 
Unemployment Insurance Law and 
regulations were discussed at a meet- 
ing of the New York City Control, 
December 17, by Mr. Glenn A. 
Bowers, executive director of the Divi- 
sion of Placement and Unemployment 
Insurance of the State of New York. 

Mr. Bowers spoke particularly of in- 
struction number 6, promulgated De- 
cember 1, 1936. During the past year 
there has been considerable discussion 
in the State of New York as to whether 
the Division of Unemployment Insur- 
ance should require reporting of com- 
plete payroll data. The New York 
State Employers Conference took part 
in the discussion with the Department 
of Labor. 

Suggestions have been made from 
time to time for amendment of the 
New York State law, which will make 
reporting on full payroll data unneces- 
sary, or at least reduce the data to be 
required. 


Mr. Bowers pointed out that New 
York State is the largest in the Union 
from the standpoint of population and 
wage earners; that there are approxi- 
mately 10 per cent. of the population, 
15 per cent. of the wage earners, and 
17 per cent. of the payrolls of the 
country in that state, which represents 
therefore about one-sixth of the un- 
employment insurance problem of the 
country. 

Unification of the provisions of the 
various state laws was advocated by 
Mr. Bowers and he suggested that con- 
trollers should bend their efforts to that 
end with the thought that economies 
of administration might be effected. 

Mr. Bowers described instruction 
number 6 as “just about the acme of 
complexity and lack of economy.” 

Speaking of instruction number 6, 
Mr. Bowers said: ‘For the adminis- 
tration it means that at some time or 
other, we shall have to post the time 


worked and earnings for all employees 
covered.” 

Mr. Bowers spoke of the need of a 
formula whereby benefits can be paid 
fairly to partially unemployed workers 
and said that if such a formula could 
be written into the law, ‘“‘we will have 
done a great deal toward eliminating 
the basis for full payroll reports. . . . . 
If in addition to that, it is possible 
to devise a merit rating formula with- 
out the study of partial unemployment 
and the spread of employment and 
earnings throughout the industry of 
the state, we will have made unneces- 
sary a statistical and so-called actuarial 
study as a basis for the merit rating 
plan.” 

Mr. Bowers paid tribute to the Ad- 
visory Council, saying that it is not a 
perfunctory body and that the em- 
ployer representatives on that Board 
are on the job all the time. Said Mr. 
Bowers: 
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“I doubt that there is any subject 
that is coming up in the next legisla- 
ture in New York State which will be 
more thoroughly and competently dealt 
with in the preparation of the amend- 
ments and in the open hearings than 
will be this unemployment insurance 
law.” 

Speaking of the provisions of in- 
struction number 6, Mr. Bowers said: 

‘May I turn now to one phase of 
the instructions, namely, those under 
Method Number 1, the separation re- 
port method. I believe that it was a 
mistake that the administration yielded 
to the importuning of the members of 
the Advisory Council from employers 
in placing this separation report 
method first, because it was anticipated, 
and it is going to be borne out in fact, 
that relatively few employers can or 
should use this method, and therefore 
when the employers read it they are 
inclined to look at the most complex 
phase of the whole instruction, and one 
which in many cases, if not in the ma- 
jority of cases, does not apply to them 
particularly. 

“The separation report method was 
formulated to meet the earnest desires 
of groups of employers who did not 
want to report earnings and time 
worked by names of individual em- 
ployees. Had it not been for that great 
urging we should probably not have 
found it advisable to include the sepa- 
ration report method as one of the 
procedures for complying with what 
we regard to be the requirements of 
the present wording of the New York 
Law. 

“The privilege of refraining from 
reporting the salary and earnings and 
time worked by names of employees 
was earned at a price, and the price is 
the separation report in the case of in- 

terruptions of employment, and the 
statistical report which shows the dis- 
tribution of time worked and earn- 
ings in total figures. 

“It is a question in my mind whether 
or not the gain is worth the price. It 


" may be in some cases, but that always 


depends upon the viewpoint of the in- 
dividual employer, who has the privi- 
lege of choosing one method or an- 
other. And I do not mean to be 


cynical in any sense when I say that no 
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employer is required to use this com- 
plicated separation report method, and 
there are available to the employer two 
other methods which, from a stand- 
point of economy and simplicity for 
him, are in many ways more advanta- 
geous. 

“Let me repeat that if an employer 
does want to do something other than 
methods 2 or 3, which are the submis- 
sion in substance of a copy of the pay- 
roll period for covered workers, or a 
report which shows the change of 
status of ordinarily stable workers, 
then here is a method, No. 1, whereby 
he can avoid doing certain things that 
are required under No. 2 and No. 3. 

“To my knowledge, the only two 
objections that have been raised—that 
is, basic objections—have been raised 
to the first method, the separation re- 
port method. One is the objection that 
the submission of individual separa- 
tion reports upon the interruption of 
employment of each employee is an 
onerous burden, and, from that point 
of view, unnecessary. 

“The second point is that the statis- 
tical report which is a three-way table, 
is a difficult table to prepare, and one 
which consumes a great deal of time 
and costs considerable money. 


STATISTICAL TABLE ANALYZED 

“May I discuss the second point 
first? The statistical table, if you have 
it in mind, provides that the employer 
shall fill in a figure in certain cross- 
sections at the intersection of lines for 
earnings groups and for time-worked 
groups. 

‘For example, the left-hand column 
shows groups of time-worked, and the 
horizontal column shows groups of 
wage earnings. It is like a railroad rate 
table. When you want to find how 
much it costs to go from one point 
to another, you look to a perpendicular 
column and find your destination on 
the horizontal, and then you follow 
those until you meet an intersection. 

‘Now, you find there instead of the 
value or the price of the ticket, that the 
administration wants to see how many 
employees worked, let us say, for ex- 
ample, 30 hours and earned $15.00. 
We will go into the question, why ?, 
in a little while. 





- 


“I am not so good at mental arith- 
metic as to how long it takes a clerk 
to do a certain mechanical operation, 
but I did a little pencil work which 
led me to believe that one fifteen- to 
eighteen-dollar-a-week clerk for an em- 
ployer with 5,000 employees, can do 
in less than one week the statistical 
report for a week’s payroll period. I 
leave it to you if $15.00 to $18.00 per 
report for an employer of 5,000 em- 
ployees represents a costly and onerous 
report. 

‘‘Maybe you say it is; I am not so 
sure. Bear in mind that we are not 
arguing the point for the moment as 
to whether or not we should have any 
statistics. That is another question en- 
tirely. But when it is said with all 
sincerity, I know, that that statistical 
table is a costly, burdensome thing to 
do, I can only answer, “Try it out and 
see whether or not it is as costly and 
burdensome as you think it is.” 

“That statistical form is not the 
exact form which employers will re- 
ceive who elect and qualify for the 
separation report method. , That form 
shows ‘the maximum that we will re- 
quest. It was born at midnight on 
the last day of issuing this instruction, 
and you will pardon us, I am sure, for 
protecting ourselves by making it com- 
plete. We think that we are not going 
to have as small earnings groups as are 
indicated on that table, nor as small 
hours groups. Between now and the 
time when those who qualify for the 
separation report method are required 
to report under that method, that par- 
ticular form will be simplified, I hope, 
and possibly made yet easier for this 
clerical operation. 


UrcED To GIVE STATISTICAL 
ForM A TRIAL 

“In brief, I say with reference to the 
statistical report, which is a three- 
way table (and any three-way table is 
crazy) do not be too frightened at the 
table until you use it. There are 
other considerations that are far more 
important. 

“Now, returning to my first point, 
the first point that has been raised in 
objection to the separation report 
method—that is, the requirement for 
the submission of a full page detailed 
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report on separation of an individual 
employee upon each interruption of 
employment of that employee—I 
should like to read a letter which prob- 
ably without change will be sent in 
due course to each employer who qual- 
ifies under the separation report method 
after we know the name of that em- 
ployer: 
“ “Dear Sir: 

“In complying with instruction 
No. 6 as regards the use of the 
separation report method, please be 
advised that for the period begin- 
ning January 1, 1937, and ending 
December 31, 1937, in reporting 
lay-offs of one week or less in dura- 
tion, the following form will meet 
the requirements. Therefore, the de- 
tailed Separation Form U. I. C.-3 
need not be submitted in such cases. 

““If an insured employee for 
whom a temporary lay-off form re- 
port has not been made does not 
return to work after the seventh day 
of lay-off, the Separation Report 
Form U. I. C.-3 shall be filed for 
such employee as required under In- 
struction No. 6.’ 


“The form, the substitute form or 
the more simplified report with refer- 
ence to the lay-off provides for the 
name and address of the employee the 
place of employment, the employee's 
account number, the date of lay-off, 
the possible duration of lay-off, a note 
indicating that lay-offs of more than 
one week must be reported on the Sep- 
aration Report Form U. I. C.-3, the 
name and address of the employer, 
and the employer's account number. 


SUGGESTION MADE BY EMPLOYER 


“This suggestion was made by an 
employer. It looks as though it would 
work. We have tested it in every 
way possible, and when considered in 
the light of the statistical table we can 
say that for the year 1937, except the 
month of December, it satisfies all re- 
quirements of instruction No. 6 under 
Method No. 1, the separation report 
method. 

“In simple words, that means you 
would need only to submit simple data 
about lay-offs, and not complete sepa- 
ration reports, of such employees as 
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are laid off for no longer than one 
week. 

‘“‘We may find some other short cuts, 
and whenever you or any of your num- 
ber have an idea that you think will 
work, let us have it and we will put 
it to the test, and maybe we shall find 
that it is something that we have not 
thought of in connection with this 
particular program. 

“Bear in mind, this is not a modifi- 
cation or change of instruction No. 6. 
It merely is a statement that in the 
case of lay-offs—that is, employees 
who will continue to work with you, 
lesser information will satisfy. 


METHOD No. 2—Copy OF 
PAYROLL 

“Method No. 2 provides for the 
duplicate copy of the payroll, or a re- 
capitulation of the payroll involving 
only insured employees. That can be 
in any form which is convenient for 
the employer. It can be in the form 
of a tissue copy on which all names 
are included. It can be in the form 
of a tissue copy of a ledger account 
for each individual employee. It can 
be in the form of a punch card for 
each individual employee, and in that 
case we will supply the cards. 


MONTHLY ACCOUNTING METHOD 

“The monthly accounting method, 
method No. 3, is designed primarily 
for those employers who are very 
stable, or whose employment is very 
stable; that is, whose wages are usually 
flat salary wages and whose time 
worked is regular, a certain number of 
hours per week. 

“That method, as you know, pro- 
vides for a listing of the covered pay- 
roll in the first instance with the stand- 
ard time worked and earnings data, 
and then no more information until 
there is a change in that payroll. I 
would not advise any employer who 
has a considerable number of changes 
to use that method. The employer 
usually will know when it is less bur- 
densome to use it than the whole pay- 
roll reporting method, or the separa- 
tion report method. 

“Instruction No. 7 relates only to 
posting of a notice in the establish- 
ment at a place where the employees 
can see it.” 


DURKEE CHAIRMAN OF 
FAIR’S ACCOUNTING 
COMMITTEE 


Mr. Rodney S. Durkee, controller 
of the Socony-Vacuum Oil Company, 
Inc., president of The Controllers In- 
stitute of America in 1936, has been 
appointed chairman of the Advisory 
Committee on Accounting for the 
New York World’s Fair 1939, Inc. 

Two other members of The Con- 
trollers Institute of America also have 
been appointed to the committee, Mr. 
Franklin D. Colburn, of the Hegeman- 
Harris Company, Inc., and Mr. Leroy 
V. Porter, of New York Central Lines. 

Mr. Durkee served as controller of 
the Panama Pacific International Ex- 
position in San Francisco from 1912 to 
1916, and in appointing him as chair- 
man of the Advisory Committee on 
Accounting for the New York World's 
Fair 1939, Inc., the officials of the 
Fair feel that they will be in a posi- 
tion to profit by the experience that 
Mr. Durkee had in handling the ac- 
counting of the San Francisco exposi- 
tion. 

The other members of the Advisory 
Committee on Accounting of the New 
York World’s Fair 1939, Inc., are: 


Mr. C. C. Clough, Controller, Man- 
ufacturers Trust Company, New York 
City. 

Mr. P. A. Delaney, Assistant Vice- 
President, Marine Midland Corpora- 
tion, New York City. 

Mr. Paul Grady, Arthur Andersen 
& Company, New York City. 

Mr. Frank Klein, Budget Director, 
Worthington Pump & Machinery Cor- 
poration, Harrison, New Jersey. 

Mr. Kenneth C. Richmond, Con- 
troller & Vice-President, Abraham & 
Straus, Brooklyn, New York. 

Mr. J. R. Wyllie, Deering, Milliken 
& Company, New York City. 


Another member of The Control- 
lers Institute of America, Mr. E. F. C. 
Parker, has been appointed controller 
of the New York World’s Fair 1939, 
Inc., and is actively engaged in the 
duties of that office. 











Controller Should Have Opportunity 
To Review Proposed Contracts 


Tendency To Consult That Officer Before Completing Special Agreements 
Noted In Study of Current Practices—C ontroller Now Has Definite Responsibil- 
ity for Such Matters In Many Companies—Results of Inquiries Made Recently. 


A member of THE CONTROLLERS 
INSTITUTE OF AMERICA recently raised 
the question as to the part that control- 
lers usually play in the making of con- 
tracts and agreements entered into by 
their companies, particularly special 
agreements not of a routine character. 
To obtain information promptly as to 
current practices, inquiry was made of 
a cross section of the membership of 
THE CONTROLLERS INSTITUTE OF 
AMERICA. The inquiry was in the form 
of a brief letter, in which several ques- 
tions were asked. There were prompt, 
generous, and specific replies from 
those addressed, which brought out 
much interesting material. 

The questions asked are shown else- 
where on this page. 

The replies to the questions indicate 
that the controller has a definite re- 
sponsibility in setting up and approv- 
ing special agreements; also in watch- 
ing compliance with and fulfillment of 
this type of contracts and agreements. 

A summary of the replies received 
is presented on another page. It is in- 
teresting to note here the comments 
made by a number of those who re- 
ceived the inquiry: 


TENDENCY DEVELOPING TO 
CONSULT CONTROLLER 


I believe that not very many cor- 
porations have developed a formality 
of negotiating contracts and agree- 
ments of various kinds to the place 
where the controller or other chief ac- 
counting officer is always considered as 
a necessary party to the negotiations 
and the drafting of the details of con- 
tracts, although I think a tendency is 
gradually developing in all corporate 
procedure to consult more freely than 
before with the chief accounting officer 
in matters of this sort. 


This trend I think is caused by the 
fact that most any transaction today 
requiring the drafting of a special 
agreement involves some questions of 
taxation, which influence to a great 
extent the form and the precise details 
of procedure in accomplishing that 
which is to be done. Many important 
contracts and agreements that are 
drawn today without the assistance of 
the controller eventually create a situa- 
tion with taxing authorities which 
might have been avoided by a mere 
change of form. 

Many lawyers do not keep up with 
the multitudinous tax questions, recog- 
nizing that tax law is a specialty unto 
itself. But when the attorneys who are 
consulted with respect to such agree- 
ments are thoroughly posted on the tax 
questions these complications do not 
often occur, but such attorneys are 
usually cautious enough to consult with 
the controller of their own accord to be 
sure of the accounting set-up that will 
be followed. 

As to the second part of the ques- 
tion, I think that in a large corporation 
which has developed a definite de- 
partmental organization and maintains 
separate legal, accounting, financial, 
engineering and operating divisions, 
the natural tendency would be to have 
all departments affected study a pro- 
posed agreement before it would be 
executed. Such highly developed or- 
ganization lines, however, will be 
found only in the comparatively few 
really big corporations of the country. 

That the controller's department 
should have an opportunity to review 
all proposed special contracts and 
agreements before they are executed is, 
in my opinion, a desirable thing and 
would in many instances greatly sim- 
plify the carrying out of such contracts ; 


but as indicated above I do not believe 
that this policy has yet been generally 
accepted. It is in process of evolution 
and development through the pressure 
of circumstances. 

As for the last two parts of the ques- 
tion, I think in most instances the 
secretary is the custodian of special 





The Questions: 


“What is the procedure, from the 
controller’s point of view, with re- 
spect to handling contracts and agree- 
ments made by companies? 

“Is it the general practice for 
controllers to participate in all mat- 
ters pertaining to agreements, leases, 
or contracts? 

“Or does the controller participate 
only in the making of special agree- 
ments, not in the regular course of 
business? 


“What is the controller’s status in 
these matters? 

“If the controller does not partici- 
pate in the making of these agree- 
ments is it the custom to refer them 
to him for review from the stand- 
point of company control and ac- 
counting prior to their actual ap- 
| proval? 

“If the controller is not in the 
meeting for the making of agree- 
ments and they are not submitted to 
him for review, what notification 
| does he receive of the existence of 
such documents? 

“Does it come from the legal de- 
| partment? 

“Does the legal department have 
| a voice only with respect to special, 
| and not routine, agreements? 

| “Does the legal department coop- 
erate with the controller as to con- 
trol and accounting procedure, when 
| drafting contracts? 

“Does the controller act as cus- 
todian of agreements? 

“Is the Executive Committee re- 
quired to approve all contracts, or 
only special agreements? 

“If not the Executive Committee, 
who is responsible for final ap- 
proval—the president, or what offi- 
| cer?” 
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agreements. Certain it is that there 
should be one central place where all 
such agreements would be on file, and 
the secretary’s office appears to me to 
be the logical place where anyone con- 
cerned would be able to refer to the 
agreement as circumstances might re- 
quire. As to whether the final ap- 
proval is by an executive committee 
or by the president of the company, 
this is purely a matter of internal or- 
ganization and would depend entirely 
upon the extent to which the corpora- 
tion has set up red-tape routine in its 
organization. 


Must BE INITIALED BY CONTROLLER 

It is the practice of our company to 
have all leases, agreements or contracts 
approved by the respective boards of 
directors of the companies involved. 
With us our parent company is not an 
operating company, and, therefore, 
boards of directors of the subsidiaries, 
which consist of officers of the com- 
pany, take action. This would be simi- 
lar to an executive or operating agree- 
ment of a parent company. 

That is to say, all such contracts are 
approved if they are for a period of 
more than one year of duration, or if 
the amount involved is of sufficient im- 
portance. In other words, routine sales 
contracts can be signed by the respec- 
tive officers involved. 

Before any contract is presented to 
the board of directors in question it 
must be approved as to substance by 
the officer presenting the contract, ap- 
proved as to form by our attorney, and 
must be initialed by the controller. The 
controller also approves all forms of 
contracts which are printed, or which 
are used in routine manner. 

We have a legal committee and a 
patent committee, which pass on all 
contracts of importance before such 
contracts are presented to the board of 
directors in question. 

The secretary of the company is cus- 
todian of contracts. In accordance with 
procedure established, he sees that all 
the contracts are properly approved be- 
fore presentation to the respective 
boards of directors, and he also sees 
that copies of the final contracts, after 
approval, are sent to the controller's 
department for administration. 
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CONTROLLER CUSTODIAN OF VALUABLE 
PAPERS 


In our company the controller does 
not usually attend meetings pertain- 
ing to agreements, leases or contracts, 
except in those cases where some spe- 
cial accounting features or control 
features are a part of the requirements. 
In the latter cases the controller, or his 
representative, plays an important part 
in deciding whether or not the con- 
tracts are proper and workable. 

It is our practice that all contracts, 
leases, or agreements, or any other 
paper considered particularly valuable, 
be maintained in a file under the direct 
supervision of the controller. 

The controller's department and the 
legal department work in close co-op- 
eration with regard to the preparation 
and final disposition of such docu- 
ments. 

It is one of our rules that no pur- 
chase of stock in other companies or 
out-right purchase of other companies 
is made without a representative of the 
controller approving such purchase 
from a sound standpoint. 

The executive committee is required 
to approve only very special agree- 
ments, and those pertaining to other 
than sales agreements. Sales contracts 
or sales agreements in the regular 
course of business are approved by the 
vice president in charge of sales, or 
some one to whom this authority has 
been delegated. 


SUBMITTED TO CONTROLLER FOR REVIEW 

All contracts, after having been 
drafted by the law department, are 
submitted to the controller for re- 
view. This applies generally to every 
contract except when the law depart- 
ment knows that the contract has no 
accounting features, in which case it 
would not be submitted. 

The controller will initial the con- 
tract if he approves the accounting 
features in it; if not, he will write a 
memorandum on it or discuss it with 
the proper persons to effect an adjust- 
ment. 

The controller does not act as cus- 
todian of agreements. This is handled 
by the secretary. 

The executive committee approves 
special agreements, but not all con- 








tracts. However, all contracts are 
signed by either the president or a 
vice president. 

After execution by both parties to 
the contract, copies of all contracts are 
sent to the controller for the purpose 
of following the execution of them in 
so far as it relates to the receipt or 
payment of money, shares or other 
consideration or any form of account- 
ing. 

Therefore the controller acts as a 
medium to insure the proper account- 
ing of the consideration of contracts. 
On the other hand, he does not func- 
tion as regards the physical carrying 
out of a contract. Thus a contract may 
provide for the manufacture and de- 
livery of a quantity of merchandise on 
a cost-plus basis. The controller would 
not have anything to say with regard to 
the production of the merchandise but 
would handle the preparation of the 
costs, the presentation of the settle- 
ment on the cost-plus basis, and would 
take up any questions raised by the 
customer with reference to the settle- 
ment. 


ADVOCATES CENTRAL AUTHORITY 
The important thing for every com- 
pany is to have a standardized proce- 
dure for handling contracts and to 
have one central authority for passing 
on all contracts before they are signed. 
If one person is responsible he can be 
educated as to what the controller and 
other officials should approve, whereas 
if every executive handles his own con- 
tracts independently a tie-up is very 
difficult. 

If a general counsel is a principal 
official of the company and has his 
office at an available point he should 
be the person to review all contracts 
and retain their possession thereafter. 

In other cases the custodian of the 
company’s seal would be the natural 
person to whom all contracts under 
seal would have to come. He might 
be secretary, treasurer, controller, or 
other official. The main thing is that 
he should be somebody trained to 
handle this specific job. 

The one responsible person need not 
be a party to the negotiation of con- 
tracts provided all contracts are sub- 
mitted to him for review before signa- 

















ture. He need not see every purchase 
and sales contract if it is drawn up on 
a standard form which he has previ- 
ously approved. He should, however, 
see every special contract and probably 
every contract under the general seal 
of the company. 


Copies ROUTED TO FIVE DEPARTMENT 
HEADS 

In our company before a contract is 
passed on by the executive committee 
and executed, a third copy is for- 
warded for approval to the following 
people: controller, credit manager, 
production manager, general sales 
manager, purchasing agent. 

The above procedure is followed out 
only on contracts other than routine. 
Routine contracts on approved forms 
do not follow this procedure, except 
in case of original approval. After 
execution of the contract, this same 
third copy is again forwarded to the 
above named departments in order 
that accounting, credit extension, pur- 
chasing, production and sales may 
know that the contract has been ex- 
ecuted, and make the necessary ac- 
counting, purchasing, production or 
sales plans necessary to conform. The 
contract is then returned to file in the 
controller's office. 

The practice of my company has 
been of late that the comptroller should 
be notified of all those contracts and 
agreements which concern the payment 
or receipt of royalties and special ac- 
counting features, i.e., cost plus con- 
tracts—in fact any contracts which are 
not purely sales or purchase agree- 
ments. 

It has not been the practice of our 
company to have meetings for discus- 
sion of agreements, but all those agree- 
ments which provide for retainer pay- 
ments, patent agreements, and others, 
must be brought up before the advisory 
committee before they are executed, 
and the comptroller is a member of 
that committee. 

All contracts must have the approval 
of our law department before they are 
executed, except ordinary sales con- 
tracts on standard terms of payment 
which do not exceed $25,000. 

The law department and the comp- 
troller cooperate when drafting new 





agreements and contracts which pro- 
vide for special accounting procedure. 

The secretary of the company, and 
not the comptroller, is the custodian 
of all contracts. 

The executive committee is required 
to approve only those sales contracts 
which exceed $50,000 and also must 
approve all contracts which are not 
specific sales or purchase contracts—in 
fact any contract which is not for the 
purpose of a direct sale of products of 
our company or for the purchase of 
raw materials must be approved by the 
executive committee. 


PARTICIPATES ONLY IN UNUSUAL CASES 

Concerning the first paragraph of 
your question, it is not the general 
practice for the controller or the treas- 
urer, if there be no controller, to par- 
ticipate in the making of the agree- 
ments unless they are unusual contracts. 
In some cases the treasurer participates 
in matters pertaining to agreements, 
leases or contracts. In only one com- 
pany did I find that the treasurer at- 
tended the making of oil and gas 
leases, although oil and gas leases are 
usually contracts in the nature of a 
purchase order form which we usually 
call a broker’s certificate, the purchase 
usually being made through a land or 
lease department and made directly 
with the land owner at his farm or 
other residence. The controller does, 
however, have the responsibility of 
fulfilling the accounting requirements 
of the contract after it is executed, even 
though he has not previously conferred 
in the preparation of the contract. 

In order that the above will be clear 
I should like to mention the fact that 
oil companies make a great number of 
joint ventures wherein an oil com- 
pany’s lease will be drilled and tested 
by a contractor, or ownership in several 
leases may be consolidated on some 
agreed upon percentage of ownership 
basis, and the accounting usually fol- 
lows a standard form for operating 
and for accounting purposes, there be- 
ing used very often a standard printed 
operating agreement and accounting 
procedure which is adopted by most of 
the oil companies, with minor changes 
to suit individual company require- 
ments. 
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In the operation of these joint in- 
terest ventures there is necessarily a 
great deal of accounting work inas- 
much as the operating company for the 
joint interests usually invoices the non- 
operators for their respective shares of 
development and operating expendi- 
tures and also credits the non-operators 
with their respective shares of income 
received by the operator, and it is 
necessary therefore that the controller 
know of such contracts in order that 
the accounting department may per- 
form under them. 

In reply to your second question, it 
is usually customary for the legal de- 
partment to have a voice in the con- 
tracts only as to the law and as to the 
form of contract; otherwise they have 
no voice in the policies of the contract- 
ing companies. There are different pro- 
cedures as to the passing of informa- 
tion to the departments affected by the 
contracts, some companies having the 
legal departments brief the contracts 
and give copies of such briefs to the 
interested departments, and others 
have their accounting departments un- 
der the controller responsible for mak- 
ing such briefs and passing the neces- 
sary information to the individual de- 
partments interested in the contract. 

In connection with the custody of 
contracts there is a variance, inasmuch 
as the secretary in some companies acts 
as custodian and in others the control- 
ler is the custodian. 

In some cases the executive commit- 
tee is required to approve all con- 
tracts, excepting routine contracts in 
connection with actual production of 
oil, more in the nature of small job- 
bing contracts, but in some cases there 
either is no executive committee or 
merely the approval of the president or 
vice president or other responsible of- 
ficer is sufficient. 

Although not generally followed, 
still in some cases the departments in- 
terested in the contract are required to 
initial, and thus approve, the contract 
before it is executed. 


CONTROLLER ACTS AS CUSTODIAN OF ALL 
AGREEMENTS 


The duties of my office are such that 
I not only have the activities of the 
controller under my jurisdiction, but 
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also the activities of the entire plant. 

I, therefore, am either consulted on 
all contracts or actually make all the 
contracts. When necessary our attorney 
is consulted on contracts, but as most 
of our contracts are on regular forms 
for raw materials which are largely a 
matter of price and quality, there are 
few contracts actually referred to our 
attorney. 

The controller does act as custodian 
of all agreements. The president of the 
company approves all contracts which 
are for raw materials, new machinery, 
and the like, whereas all other con- 
tracts come to me for approval. 


ATTENDS WHEN FINAL DrarT Is BEING 
MADE 

It has been the practice of our com- 
pany that such matters as contracts or 
agreements having to do with the pay- 
ment of moneys, such as royalties, spe- 
cial services, commissions, and the 
like, upon which the basis of payment 
is an accounting factor, be submitted 
to the controller. This is usually done 
at the time when final papers are 
drawn up and a meeting called in 
which is represented an executive of 
the sales or managerial department, 
legal department, and controller's de- 
partment. This is done particularly to 
avoid agreeing to present certain ac- 
counting facts without proper con- 
sideration of the time necessary to 
prepare the accounting data. 

The controller's office is officially 
notified when agreements are accepted 
by the parties interested, and copy for- 
warded to the controller's office. Orig- 
inal agreements are in the custody of 
the executive department. 

All agreements are signed by the 
executive head of the department in- 
volved, with the exception of any un- 
usual agreement or contract, which is 


approved by the president. 


A summary of the answers to the 
questions asked by the Controllers In- 
stitute of America shows: 


Question No. 1: 

Does the controller participate in all 
matters pertaining to agreements, leases 
or contracts? 
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Answer: 
“Yes’"’—17 companies. 
‘‘No”—48 companies. 
Not answered by 27 companies. 


Question No. 2: 

Does the controller participate only 
in the making of special agreements, not 
in the regular course of business? 


Answer: 
“Yes” —30 companies. 
“‘No’—17 companies. 
Not answered by 41 companies. 
“In some cases’ —4 companies. 


Question No. 3: 

What is the controller's status in these 
matters? 
Answer: 

“Acts in advisory capacity’—11 
companies. 

“Controls making of such agree- 
ments’’—1 company. 

“Responsible for accounting set-up” 
—1 company. 

Not answered by 79 companies. 


Question No. 4: 

If the controller does not participate 
in the making of these agreements, is it 
the custom to refer them io him for re- 
view from the standpoint of company 
control and accounting? 


Answer: 
“Yes’’—60 companies. 
““No”—4 companies. 
“Occasionally’”"—6 companies. 
Not answered by 22 companies. 


Question No. 5: 

If the controller is not in meeting for 
the making of agreements and they are 
not submitted to him for review, what 
notification does he receive of the ex- 
istence of such documents? 


Answer: 
“Receives copy of original’—30 
companies, 
“Receives original’ —25 companies. 
Not answered by 36 companies. 


Question No. 6: 
Does it come from the legal depart- 
ment? 
Answer: 
“Yes” —11 companies. 
“From treasurer’’—3 companies. 
‘From secretary’’—7 companies. 
“From president or vice president” 
—4 companies. 





“From department head’ —1 com- 
pany. 
Not answered by 66 companies. 


Question No. 7: 

Does the legal department have a voice 
only with respect to special and not 
routine agreements? 

Answer: 
“Yes’’—70 companies. 
Not answered by 22 companies. 


Question No. 8: 

Does the legal department cooperate 
with the controller as to control and ac- 
counting procedure, when drafting con- 
tracts? 

Answer: 

‘Yes’ —47 companies. 

‘‘No”’—2 companies. 

Not answered by 43 companies. 


Question No. 9: 

Does the controller act as custodian of 
agreements ? 
Answer: 

“Yes” —24 companies. 

“No, the secretary’’—- 36 companies. 

“No, the treasurer” —11 companies. 

“No, the legal department’’—s 
companies. 

Miscellaneous—‘‘Auditor,” ‘‘Cash- 
ier,” President’s Office’”—10 compan- 
ies. 

Not answered by 6 companies. 


Question No. 10: 

Is the executive committee required to 
approve all contracts, or only special 
agreements ? 

Answer: 

“Only those of special nature’”—34 
companies. 

“All contracts and agreements’’—9 
companies. 


Question No. 11: 

If not the executive committee, who is 
responsible for final approval ? 
Answer: 

“Executive committee or board, de- 
pending on importance’—7 compan- 
ies. 

“Board of directors’ —12 companies. 

“President and board’—6 com- 
panies. 

“President””—7 companies. 

“Company officers” —16 companies. 

“President or executive committee” 
—2 companies. 
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The following conclusions have 
been drawn by Mr. GeorGE M. ARIs- 
MAN, of the Armstrong Cork Com- 
pany, who compiled the summary: 


(1) The controller seldom attends meet- 
ings on all contracts and agreements and 
only in one-third of all cases reporting 
does he participate in the making of spe- 
cial agreements, not in the regular course 
of business. 

(2) In the event that the controller does 
not attend the making of such agreements, 
he is in most cases asked to review them 
from the standpoint of company control 
and accounting prior to actual approval. 

(3) Regardless of whether or not the 
controller is asked to review such agree- 
ments prior to their approval, he gen- 
erally receives either the original or a 
copy thereof as his notification. 

(4) The legal department generally 
prepares special agreements, not in the 
regular course of business, and as a rule 
cooperates with the controller as to con- 
trol and accounting procedure when draft- 
ing such documents. 
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(5) Either the executive committee or 
board of directors is responsible for the 
final approval of agreements and the 
Secretary is generally charged with their 
custody. 


In view of the conclusions drawn 
from the replies submitted the fol- 
lowing recommendations are presented 
with regard to proposed procedure 
from the controllet’s point of view 
for handling special contracts and 
agreements, not in the regular course 
of business. 


(1) The controller to participate in 
meetings pertaining to special agree- 
ments and contracts, not in the regular 
course of business, from the standpoint 
of accounting and company control. 

(2) The legal department to prepare 
such agreements and submit them to the 
controller for review before final ap- 
proval. 

(3) Copies of all such agreements to be 
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routed through the controller’s office by 
the legal department upon approval. 

(4) The secretary to act as the cus- 
todian of the original, with copies re- 
tained by the legal department and the 
controller. 

In view of the answers to the ques- 
tions asked by the questionnaire of 
The Controllers Institute, it was felt 
that conclusions should be drawn 
from the replies submitted which 
would represent the procedure gen- 
erally found in the companies answer- 
ing the questionnaire. The replies from 
different type industries, such as pub- 
lic utilities, industrial corporations, re- 
tail outfits, and so on, indicated some 
variation in the procedure followed, 
but this variation was not of sufficient 
importance to modify the conclusions 
arrived at through the answers to this 
questionnaire. 


Details of Profit Sharing Plan for 
Employees of Mining Company 


System Which Became Effective January One Provides That at Close of Each 
Quarter Size of Fund To Be Divided Among Employees Shall Be Computed 
—Administration of Plan Under Jurisdiction of Company’s Controller. 


PROFIT sharing plan for em- 

ployees was put into effect by the 
Minnesota Mining & Manufacturing 
Company on January 1, 1937. It is sim- 
ple in its terms, and in its application. 
A description of the plan is made 
available by courtesy of Mr. H. P. 
Buetow, controller of the company, 
who is a member of THE CONTROL- 
LERS INSTITUTE OF AMERICA. It is 
published here with the thought that 
it will be of real value to other cor- 
poration officers who are studying the 
same problems, and devising similar 
plans. 

—THE EpITor. 


A description of the new profit 
sharing plan for employees of the 
Minnesota Mining & Manufacturing 
Company, of St. Paul, Minnesota, was 
made available to employees of the 
company December 12, 1936. It ap- 
peared over the signature of Mr. W. L. 


McKnight, president of the company. 
The plan is to be administered by Mr. 
H. P. Buetow, the controller. 


The terms of the plan are given here 
in full: 


The Plan 


1. OUTLINE OF PLAN 


This Profit Sharing Plan will be- 
come effective January 1, 1937, for 
those employees of the Minnesota Min- 
ing and Manufacturing Company who 
are eligible under the provisions of 
paragraph 2. The Plan, in general, 
will be as follows: 

Each calendar year will be divided 
into four quarters of three months 
each. At the close of each quarter, 
computations will be made to deter- 
mine whether profits have been suf- 
ficient to meet all expenses as well as 
to provide a reasonable reserve for 
dividends and reinvestment in the 
business for development work and for 


plant improvements, in which case a 
profit sharing fund will become avail- 
able for distribution. As net profits 
vary, the amounts becoming available 
for disbursement will also vary. 

The Plan provides that employees 
who have had long periods of service 
will participate to a greater extent than 
those with short periods. To share at 
all, an employee must have served con- 
tinuously for over three months. The 
rate of participation increases as 
length of service increases, and reaches 
a maximum after thirty months of serv- 
ice. The explanation appearing in the 
following paragraphs is intended to 
enable each employee to understand 
how his share will be determined. 


2. ELIGIBLE EMPLOYEES 
Profit Sharing Payments for. any 
quarter will be made only to the fol- 
lowing: 
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(a) Employees who do not participate 
during that quarter in any other 
profit sharing or commission plan 
of this Company ; 

(b) Employees who have been con- 
tinuously employed by the Com- 
pany during that entire quarter, 
and have remained in its employ 
until the date of Profit Sharing 
Payment ; 

(c) Employees whose conduct, in the 
judgment of the Management, 
has not been detrimental to the 
interests of the Company. 


3. QUARTERLY NET PROFITS 


At the close of each of the first 
three quarters of each calendar year, 
the Company will compute the amount 
of net profits earned during that quar- 
ter. From that amount, there will be 
deducted an amount estimated as a 
proper reserve for taxes, and the re- 
mainder will be the estimated QUAR- 
TERLY NET PROFIT. 

At the close of the fourth quarter 
the Company's books will be audited 
by Certified Public Accountants 
selected by the Company, who will 
determine the Annual Net Profit, after 
taxes, which has been earned during 
the calendar year. The amount of 
QUARTERLY NET PROFIT for the fourth 
quarter shall be the difference between 
the Annual Net Profit and the sum of 
the estimated QUARTERLY NET PROFITS 
for the first three quarters of the cal- 
endar year. 


4, AVERAGE QUARTERLY PROFIT 


At the close of each quarter, the 
QUARTERLY NET PROFIT for that quar- 
ter will be averaged with the QUAR- 
TERLY NET PROFITS for the three pre- 
ceding quarters to obtain the AVERAGE 
QUARTERLY PROFIT for that quarter. 
For example: the estimated QUAR- 
TERLY NET PROFIT for the first quarter 
of 1937 will be averaged with the 
QUARTERLY NET PROFITS for the last 
three quarters of 1936, to obtain the 
AVERAGE QUARTERLY PROFIT for the 
first quarter of 1937. 


5. QUARTERLY RESERVE 
When the amount of the AVERAGE 
QUARTERLY PROFIT for any quarter 
has been determined, there will be 
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reserved for dividends to stockholders 
or for reinvestment in the business, an 
amount which will be called the QUAR- 
TERLY RESERVE. 

This Plan recognizes the principle 
that the stockholder’s return on his in- 
vestment, in the form of dividends, is 
less secure than the employee’s return 
in the form of salaries and wages. 
Salaries and wages are always a first 
charge against income, or against the 
capital of the business when income is 
not sufficient to meet payrolls. Divi- 
dends to stockholders are a second 
charge against income, and can be 
paid only when income exceeds all ex- 
penses, including salaries and wages. 
Furthermore, the future success of our 
Company requires that a substantial 
part of the earnings be reinvested in 
the business for development work 
and for plant improvements, as has 
been done in the past. 

Accordingly, the QUARTERLY RE- 
SERVE has been set up to provide for 
such requirements. The amount of the 
QUARTERLY RESERVE for any quarter 
shall be obtained by multiplying the 
RESERVE PER SHARE for that quarter, 
as determined below, by the number 
of shares of stock outstanding at the 
close of the quarter. 


6. RESERVE PER SHARE 


The RESERVE PER SHARE for the 
quarter will be dependent upon the 
net worth of the Company at the close 
of that quarter. When the net worth 
of the Company at the close of any 
quarter is equal to or less than the net 
worth of the Company on December 
31, 1936, as shown by its financial 
statement, the RESERVE PER SHARE will 
be forty-three cents. As the net worth 
of the Company increases above that 
point, due to reinvestment of earnings, 
the employment of new capital, or for 
any other cause, the RESERVE PER 
SHARE will also be increased in the 
ratio of one cent per share to $400,000 
increase in net worth. 

For example: If the net worth of the 
Company has increased $560,000, the 
corresponding increase of the reserve, 
in cents per share, will be obtained by 
dividing $560,000 by $400,000, or 1.4 
cents. Accordingly, the RESERVE PER 
SHARE would be 43 cents plus 1.4 
cents, or 44.4 cents per share. 





7. QUARTERLY PROFIT SHARING 
FUND 


The amount of the QUARTERLY 
PROFIT SHARING FUND, in which 
eligible employees may participate for 
any quarter, will be ten per cent. 
(10%) of the amount remaining 
after deducting the QUARTERLY RE- 
SERVE for that quarter from the AVER- 
AGE QUARTERLY PROFIT for the quar- 
ter. It will be noted that greater profits 
will automatically increase the amount 
of the QUARTERLY PROFIT SHARING 
FUND. However, in poor years, if ex- 
cessive taxation, low sales volume, 
higher costs of operation or losses of 
any kind cause the AVERAGE QUAR- 
TERLY PROFIT to fall below the QuaR- 
TERLY RESERVE, MO QUARTERLY 
PROFIT SHARING FUND will become 
available for distribution. 

The method of calculating an em- 
ployee’s share in the QUARTERLY 
PROFIT SHARING FUND for any quarter 
is described below. 


8. NET BASE Pay 


For the purpose of this Plan the 
NET BASE PAY of any employee shall 
be his pay at base rates earned during 
the quarter, and shall not include: 

(a) Any payment for group incentive 
bonus, overtime premium, or 
profit sharing distribution, nor 

(b) Any unemployment, illness, in- 
surance, or retirement benefits, 
nor 

(c) Any pay earned by him during 
the first three months of his em- 
ployment by this Company. 


At the close of each quarter, for the 
purpose of determining the QUAR- 
TERLY ADJUSTED PAYROLL as de- 
scribed in paragraph 10, the NET BASE 
pay of every employee (excepting only 
such employees as are participating in 
any other profit sharing or commission 
plan) shall be ascertained. 


9. ADJUSTED BASE Pay 
The NET BASE PAY of each em- 
ployee, so ascertained, shall be ad- 
justed for length of service according 
to the following table, thereby obtain- 
ing each employee's ADJUSTED BASE 
PAY. 
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Length of Service 
at Close of Quarter, of: 


9 Mo. or over, and under 12 Mo 


For example: The ADJUSTED BASE 
PAY of an employee who has com- 
pleted 16 months of service will be 
5/10 of his NET BASE PAY. Assuming 
that his NET BASE PAY earned during 
the quarter is $250, his ADJUSTED 
BASE PAY will be 5/10 of $250, or 
$125. If the PROFIT SHARING PER- 
CENTAGE for the quarter were 6%, the 
amount of this employee's Profit Shar- 
ing Payment would be 6% of $125, 
os $7.50. 


10. AVERAGE QUARTERLY PAYROLL 

The sum of all amounts of aAp- 
JUSTED BASE PAY so calculated for the 
quarter will be called the QUARTERLY 
ADJUSTED PAYROLL. At the close of 
each quarter the QUARTERLY AD- 
JUSTED PAYROLL for that quarter will 
be averaged with the QUARTERLY AD- 
JUSTED PAYROLLS for the three pre- 
ceding quarters to obtain the AVERAGE 
QUARTERLY PAYROLL for the quarter. 


11. Prorir SHARING PAYMENTS 

The PROFIT SHARING PERCENTAGE 
for the quarter will be obtained by 
dividing the PROFIT SHARING FUND 
for that quarter by the AVERAGE QUAR- 
TERLY PAYROLL for the quarter. For 
example: Assuming that the PROFIT 
SHARING FUND for a given quarter is 
$18,000 and the AVERAGE QUARTERLY 
PAYROLL is $300,000 the PROFIT 
SHARING PERCENTAGE will be obtained 
by dividing $18,000 by $300,000, 
which equals 6%. 

The PROFIT SHARING PERCENTAGE 
so calculated will be applied to the 
ADJUSTED BASE PAY Of each eligible 
employee, thereby obtaining the 
amount of his Profit Sharing Payment. 
Absence of an eligible employee dur- 
ing part of a quarter, or following the 
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Portion of Each Em- 
ployee’s NET BASE 
PAY Which Be- 
comes His AD- 
JUSTED BASE 
PAY 


dase saieiawierawea ene axlaee None 
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close of the quarter, because of illness, 
injury, leave of absence, or lay-off due 
to slack work, will not deprive him of 
his Profit Sharing Payment, calculated 
on the basis of his ADJUSTED BASE 
PAY for the time he was actually at 
work. 

Profit Sharing disbursements which 
become payable under this Plan will 
be made within sixty days after the 
close of the quarter. The money te- 
quired to meet the payments to eligible 
employees will be paid out of the 
general funds of the Company. 


12. CONTINUATION OF PLAN 


The Plan is entirely voluntary on 
the part of the Company and does not 
form part of any contract of employ- 
ment, nor shall any officer or employee 
ever have authority to make it a part 
of such contract. 

The Company retains complete free- 
dom of action and may withdraw from 
any employee at any time the privilege 
of sharing in the distributions pro- 
vided for in the Plan, when the con- 
duct of such employee, in the judg- 
ment of the management, has been 
detrimental to the Company’s interests. 
The Company retains the right to dis- 
continue or amend the Plan at any 
time. 

Determinations by the controller of 
the Company as to the amount of any 
additional compensation to be paid 
under the Plan shall be conclusive and 
binding upon each and every em- 
ployee, and no employee shall have or 
acquire any right to examine the books 
of the Company. Any inquiry con- 


cerning the Plan or concerning any 
disbursements thereunder should be ad- 
dressed to the controller. 





PRESIDENT ’S COMMENTS 


In issuing the Plan, President Mc- 
Knight said, in a message to em- 
ployees: 

“The Profit Sharing Plan described 
herein will provide an opportunity to 
all employees who are eligible under 
the terms of this Plan, to share in the 
profits of the Company during pros- 
perous years. The amount of profit 
sharing disbursement will be largely 
dependent upon the combined efforts 
of the entire organization toward in- 
creasing the net profits of the Com- 
pany. 

“The following suggestions are of- 
fered as possible ways in which each 
individual employee may be able to 
contribute toward greater profits under 
this Plan: 


By improving the quality of our 
products. 

By reducing mistakes to a minimum. 

By improving service to our cus- 
tomers. 

By constant effort toward reducing 
costs. 

By eliminating lost time and delays. 

By better planning of each job. 

By avoiding waste and spoiled work. 

By saving materials and supplies. 

By developing more efficient meth- 
ods. 

By better care of equipment and 
tools. 

By increased individual effort. 

By completing each job promptly. 

By continuous study and training. 


“In announcing this Plan we wish 
to express our appreciation for the 
spirit of loyalty and cooperation which 
characterizes our organization.” 





VALUES MEMBERSHIP 
IN INSTITUTE 


ET me again thank you for your 

recent courtesies to me. Likewise, 
before concluding, it would be amiss 
not to express my pleasure at being a 
member of the Controllers Institute. It 
is doing a very fine work, and in a 
clean-cut, professional and dignified 
manner. It surely has earned its place, 
and I predict a marvelous future for 
it.”—Extract from letter received from 
member. 

















Patman Act Difficult to Apply to 
Settled Business Practices 


But Few Conditions Appear Today To Justify Allowing Different Prices—Business 
Can Not Rely on Plea It Is Meeting Competitive Price—Only Quantity Purchases 
Seem Safe Defense Against “Strike” Suits—Address by ABRAHAM LOWENHAUPT. 


4 fwd there are very few grounds 
for justification of differences in 
prices as between customers, on which 
reliance can be placed as a defense 
against “strike” suits brought under 
the Robinson-Patman Act, was pointed 
out by Mr. Abraham Lowenhaupt, 
attorney, of Lowenhaupt & Waite, St. 
Louis, in a recent address before mem- 
bers and guests of the St. Louis Con- 
trol of THE CONTROLLERS INSTITUTE 
OF AMERICA. Here are an attorney's 
views concerning this piece of legisla- 
tion and its probable effects—views 
that are of exceptional interest to cor- 
poration executives, especially control- 
lers. —THE EpITor. 


It is necessary to determine the 
meaning of the Robinson-Patman Act 
before one can weigh the importance 
of any question of fact. The act was 
intended to enlarge and make definite 
and clear the prohibitions against price 
discrimination originally written in 
Section 2 of the Clayton Act. But the 
prior act, in the words of the Supreme 
Court (Appalachian Coals, Inc., et al 
v. U. S., 288 U. S. 344) “did not go 
into detailed definitions.” Previously 
they were avoided because, again in 
the words of the Supreme Court, ‘‘they 
might either work injury to legitimate 
enterprise or through particularization 
defeat its purposes by providing loop 
holes for escape.” The Robinson-Pat- 
man Act braves these pitfalls. I have 
never read a law so confusing to any 
attempted understanding. The difficul- 
ties do not come from the wording of 
the act, which is clear enough, but 
when one attempts to apply the law to 
settled practices in business. 

From one viewpoint, the act de- 
nounces previous business practices, all 


bargaining, which one is loath to ac- 
cept as the purpose of the act, and 
from the other viewpoint, it opens 
loop holes for avoidance, which one 
knows was not the intention of the 
act. The final construction of the act, 
in most of its provisions, must await 
authoritative rulings. 

You must understand that the in- 
terpretations which I am voicing here 
are merely tentative. They are the way 
I see the matter now. I shall welcome 
critical discussion and am willing to be 
enlightened. 


“DISCRIMINATION” KEY TO 
SITUATION 


Fortunately for the purposes of this 
discussion—the importance of cost ac- 
counting—we need to consider defi- 
nitely only paragraph (a) of Section 1. 
Paragraph (b) is procedural. Para- 
gtaphs (c), (d) and (e) prohibit spe- 
cific things described, including dis- 
criminating brokerage commissions or 
allowances or discounts or discrimina- 
tions in the furnishing of services or 
facilities for processing, handling or 
offering for sale of any commodity. 
Section 2 saves existing causes of ac- 
tion and suits. Section 3 establishes 
certain criminal liability. In some re- 
spects it is not harmonized with Sec- 
tion 1, and in this alone it is interest- 
ing on the question I am discussing. 

Paragraph (a) of Section 1 pro- 
hibits discrimination in price between 
different purchasers of commodities of 
like grade and quality, when such dis- 
crimination has the effect or tendency 
to lessen competition, to create a mo- 
nopoly, or to prevent or destroy com- 
petition with the seller or between the 
seller’s customers. The word to be 
analyzed is “discrimination.” 


Webster defines the word ‘‘discrim- 
ination’”’ as meaning: 


“A distinction as in treatment; establish- 
ing an unfair or injurious distinction.” 


Discrimination in price is not merely 
a difference between prices. Discrim- 
ination involves conscious purpose and 
concedes the right of several persons 
to equal treatment. The act indicates 
that the right to equality exists if 
purchasers are competitors. Representa- 
tive Utterback, in explaining the word 
“discrimination” before the House, 
said: 


“In its meaning as simple English a dis- 
crimination is more than a mere difference. 
Underlying the meaning of the word is the 
idea that some relationship exists between 
the parties to the discrimination, which 
entitles them to equal treatment, whereby 
the difference granted to one casts some 
burden or disadvantage upon the other. If 
the two are competing in the resale of the 
goods concerned, that relationship exists. 
Where, also, the price to one is so low as 
to involve a sacrifice of some part of the 
seller’s necessary costs and profit as applied 
to that business, it leaves that deficit in- 
evitably to be made up in higher prices to 
his other customers; and there, too, a re- 
lationship may exist upon which to base the 
charge of discrimination.” (Cong. R., p. 
9559.) 


DIFFERENCE ALONE Not 
DISCRIMINATION 


The distinction between a discrim- 
ination in price and a difference in 
price is pointed out by Mr. Teegarden 
(a member of the House Committee) 
in his defense of the constitutionality 
of the act in hearings before the House 
Committee. He refers to Fairmont 
Creamery Co. v. Minnesota (274 U. S. 
1). In that case the Supreme Court 
held invalid a statute of the State of 
Minnesota forbidding discrimination 
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in price paid to producers of creamery 
products, and defining a discrimination 
to be any difference in price. The 
statute forbade a difference, regardless 
of the motive of, or reason for, the 
difference, and was held to be an in- 
fringement of rights secured by funda- 
mental law. 

This case Mr. Teegarden distin- 
guishes from Central Lumber Com- 
pany v. South Dakota, 226 U. S. 157. 
In the Central Lumber Company case, 
the Supreme Court upheld the statute 
of South Dakota which made any 
manufacturer or distributor who should 
intentionally, and for the purpose of 
destroying or preventing competition, 
make a discrimination in price between 
different communities and sections of 
the state, guilty of a misdemeanor. 
Mr. Teegarden points out the distinc- 
tion between the two cases, which I 
believe to be a sound distinction. The 
statute, which is held to be unconsti- 
tutional, forbade any difference in 
price. The constitutional statute for- 
bade only “discriminations.” The word 
“discrimination” in the Robinson-Pat- 
man Act must be given a meaning 
similar to that which it had in the 
statute of South Dakota, which the 
Supreme Court held constitutional. 


TERMS OF SALE Must BE 
CONSIDERED 


‘Price’ does not include terms of 
sale. The Conference Committee struck 
out these words believing that they 
were unnecessary. If variant terms 
amount to an indirect discrimination in 
ptice, they are condemned as such. The 
bill, as originally reported in the 
House, defined “‘price’” as meaning 
“after deducting actual freight or cost 
of other transportation.” It is apparent 
that so worded the bill would have 
prohibited uniform delivered prices or 
prices based upon a central base point 
such as Chicago or Pittsburgh base. 
This provision was struck out. 

Paragraph (a) indicates that ‘“‘dis- 
crimination’ is tested by the seller’s 
cost. If quantity purchases result in a 
lower manufacturing, selling or de- 
livery cost, such reduction should be 
reflected in the charges for the goods 
sold. Lower price in such case is not 
discrimination. 
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It seems to me that if discrimination 
in price is found, then the other ele- 
ments to violation of the act can 
usually result: that is, the effect of such 
discrimination will be “substantially to 
lessen competition or tend to create a 
monopoly in any line of commerce, or 
to injure, destroy, or prevent competi- 
tion with any person who either grants 
or knowingly receives the benefit of 
such discrimination, or with customers 
of either of them.” This effect will fol- 
low any substantial discrimination be- 
tween competing customers of the 
seller. 


INDIVIDUAL BARGAINING ELIMINATED 


The act puts purchasers in classes 
and destroys all individual bargaining. 
The agreement involved in the case of 
Sugar Institute v. United States, 80 
L. ed. 624, provided, ‘‘All discrimina- 
tions between customers should be 
abolished. To that end, sugar should 
be sold only upon open prices and 
terms publicly announced.” The decree 
prohibited the carrying out of the open 
price plan so far as it sought to compel 
uniform terms. Apparently the Robin- 
son-Patman Act intends that all pur- 
chasers in the same class shall be 
charged the same price. 

The Robinson-Patman Act does not 
compel one seller to charge the same 
price as other sellers of commodities, 
but it seems to me that, particularly in 
standardized products, that result fol- 
lows. Smaller producers follow the 
price changes announced by the larger 
producers, so that such uniformity on 
the part of the larger producers will 
naturally result in uniformity through- 
out the industry. The Sugar Institute 
agreement was condemned under the 
Clayton Act, but the condemned prac- 
tice seems the natural result of the 
Robinson-Patman Act. 

The statute affords business no guid- 
ance. If a business man does not estab- 
lish and abide by a single price to all 
his customers, unless he can establish 
that the difference measures exactly the 
differences allowable, he will be 
charged with discrimination in viola- 
tion of the Robinson-Patman Act. On 
the other hand, particularly as to stand- 
ard commodities, such as sugar, if the 
varigus producers maintain uniform 
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prices, they will be charged with price 
fixing in violation of the Sherman Act. 

There are a number of exclusions 
from the generality of the requirement 
of uniformity of price. The only one 
which needs to be considered now 
reads as follows: 


“Nothing herein contained shall prevent 
differentials which make only due allow- 
ance for differences in the cost of manu- 
facture, sale or delivery resulting from the 
differing methods or quantities in which 
such commodities are to such purchasers 
sold or delivered.” 


Costs ALL-IMPORTANT 


Subsection 1 (b) provides that 
where discrimination in price or serv- 
ices or facilities furnished is shown, 
“the burden of rebutting the prima- 
facie case thus made shall be upon the 
person charged with a violation of this 
section and unless justification shall be 
affirmatively shown, the Commission is 
authorized to issue an order terminat- 
ing the discrimination.” Whenever 
goods of like grade or quality are sold 
at differing prices to persons compet- 
ing or to persons whose customers are 
competing, the seller must be prepared 
to show that such difference exactly 
measures the difference in the cost of 
manufacture, sale or delivery resulting 
from the differing methods or quanti- 
ties in which the goods are sold to the 
several customers. 

Prior to amendment, Section 2 of 
the Clayton Act prohibited discrimina- 
tion in price when the effect of such 
discrimination may be substantially to 
lessen competition or tend to create a 
monopoly in any line of commerce, 
with the exception that discriminations 
on account of differences in the grade, 
quality or quantity of the goods sold 
were not prohibited. You will note 
that that act allowed differences on ac- 
count of quantity, without any limita- 
tion on the difference, whereas the 
present act allows a difference which 
makes only due allowance for differ- 
ences in the cost of manufacture, and 
the like, by reason of the differing 
quantities in which the goods are sold. 
Discrimination between the purchasers 
on account of quantity purchases un- 
der the Clayton Act before amendment 
were not limited to the exact difference 
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in cost resulting from such quantity 
purchases as under the Robinson-Pat- 
man Act. The need for exact cost ac- 
counting is emphasized by the change. 
Section 2 of the Clayton Act, be- 
fore amendment, also permitted: ‘‘dis- 
crimination in price in the same or dif- 
ferent communities made in good faith 
to meet competition.” This limitation 
was omitted from the Patman Bill but 
reinserted by amendment on the floor 
of the Senate. It was struck out in con- 
ference, with the explanation: ‘This 
language is found in existing law and, 
in the opinion of the conferees, is one 
of the obstacles to the enforcement of 
the present Clayton Act.’’ On the other 
hand, it was contended that the entire 
omission of this provision would de- 
stroy all present business organization. 
Nation-wide businesses could not meet 
local competition and smaller manu- 
facturers could not meet quantity dis- 
counts given by large manufacturers. 
With completely changed effect it was 
put in subsection (b), which, as stated 
above, is merely a procedural section. 
It is now merely something which the 
seller can show, if he is able, to meet 
the prima-facie case, which is made by 
showing different prices to several cus- 
tomers. It does not establish any sub- 
stantive right. Mr. Utterback stated 
(Congressional Record 9560) : 


COMPETITION WEAK JUSTIFICATION 
FOR DIFFERENTIAL 


“It is to be noted, however, that this 
does not set up the meeting of competition 
as an absolute bar to a charge of discrim- 
ination under the bill. It merely permits 
it to be shown in evidence. This provision 
is entirely procedural. It does not determine 
substantive rights, liabilities and duties. 
They are fixed in the other provisions of 
the bill. It leaves it a question of fact to 
be determined in each case, whether the 
competition to be met was such as to justify 
the discrimination given, as one lying within 
the limitations laid down by the bill, and 
whether the way in which the competition 
was met lies within the latitude allowed by 
those limitations. 

“This procedural provision cannot be 
construed as a carte blanche exemption to 
violate the bill so long as a competitor can 
be shown to have violated it first, nor so 
long as that competition cannot be met 
without the use of oppressive discrimina- 
tions in violation of the obvious intent of 
the bill. 

“One violation of law cannot be permit- 
ted to justify another. As in any case of 
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self-defense, while the attack against which 
the defense is claimed may be shown in 
evidence, its competency as a bar depends 
also upon whether it was a legal or illegal 
attack. A discrimination in violation of 
this bill is in practical effect a commercial 
bribe to lure the business of the favored 
customer away from the competitor, and if 
one bribe were permitted to justify another, 
the bill would be futile to achieve its plainly 
intended purposes.” 


So it seems that competition is a 
very weak, if any, reliance to justify a 
difference in price. In order to consti- 
tute a justification one must not only 
show the competitor quoted the lower 
price, but for practical purposes it 
seems he must also show that the price 
quoted by the competitor is a uniform 
price quoted by him to all his custom- 
ers in that class. The burden will be 
impossible. 


ONE EXCEPTION TO PRICE 
UNIFORMITY 


The Clayton Act, before amend- 
ment, did not require uniform prices 
to persons who were not competitors. 
Differences were allowed when a 
manufacturer sold to wholesalers and 
retailers. (Mennan Co. v. Federal 
Trade Commission, 288 F. 744.) 
There is nothing in the Robinson-Pat- 
man Act which permits this but I be- 
lieve that it will receive similar con- 
struction in this respect. 

The only substantial exception to 
the requirement of uniformity of price 
charged to customers who are competi- 
tors is contained in the words, ‘‘which 
make only due allowance for differ- 
ences in the cost of manufacture, sale 
or delivery resulting from the differing 
methods or quantities in which such 
commodities are to such purchasers 
sold or delivered.” 

I have been in grave doubt as to 
whether, when the manufacturer sells 
his goods generally in the trade, it is 
possible to so allocate his cost as to 
show a difference in cost of manufac- 
turing applicable to goods delivered to 
the quantity purchasers. The showing 
of a difference in the cost of selling or 
delivery is not so difficult but the show- 
ing of a difference in the cost of manu- 
facturing, allocable to and resulting 
from the quantity purchases, will re- 
quire the most astute minds among the 
students of cost accounting. 


The Kraft Cheese Company has 
raised a novel defense: It seeks to 
justify a lower price to a quantity pur- 
chaser by showing what it costs it, or 
what it would cost it, in the aggregate 
to obtain and secure a number of small 
accounts of the character and kind 
which the quantity purchaser serves, 
whose purchases equal that of the 
quantity purchaser. It is bona fide but 
I do not know whether it is a defense. 

It seems possible that the adminis- 
trators will be compelled to allow a 
liberal—a _practical—solution to this 
burden. If the statute prohibited all 
differences in price, it would be par- 
allel with the statute which the Su- 
preme Court held unconstitutional in 
the Fairmont Creamery Company case 
cited by Mr. Teegarden. If the right to 
demand different prices depends upon 
facts which cannot be proven, then it 
must be held that in effect the statute 
does prohibit difference. The impossi- 
bility of proof that the processor. bore 
the burden of the processing tax, the 
statutory condition on the right to re- 
cover taxes paid in an action at law, 
was the prime reason why the courts 
disregarded the statutory prohibition 
upon actions in equity in the Agricul- 
tural Adjustment Act. Similar reasons 
require that proof of the cost saving 
upon quantity purchases be not so 
strained and confined that it cannot be 
produced in any case. 

Recently I read Mr. Eric A. Cam- 
man’s address delivered before THE 
CONTROLLERS INSTITUTE OF AMER- 
ICA, on October 6, 1936. It would be 
pretentious on my part to attempt to 
either criticize or add to his statement 
on this subject. Besides, I am address- 
ing myself solely to the legal, not the 
accounting, approach to the question. 
I know that there is a difference in 
cost, resulting from quantity purchases. 
I shall assume that cost accounting will 
disclose it. 

It seems, and Mr. Camman states: 
“If there is only one price to all cus- 
tomers on a commodity of a given 
grade or quality, there can be no dis- 
crimination.” As first stated in this ad- 
dress, I have no final confidence in my 
analysis of this statute. Mr. Camman’s 
statement is not clearly justified by the 
statute. Paragraph (a) first provides 
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that it shall be unlawful for any person 
engaged in commerce... . to dis- 
criminate in price between different 
purchasers of commodities of like 
gtade and quality,” then it says, ‘‘noth- 
ing herein contained shall prevent dif- 
ferentials which make only due allow- 
ance for differences in the cost of 
manufacture, sale, or delivery resulting 
from the differing methods or quanti- 
ties in which such commodities are to 
such purchasers sold or delivered.” 


DiIsCRIMINATION Not MERE 
DIFFERENCES 

The second quotation is not an ex- 
ception to the first. It is an interpreta- 
tion or construction of the word “‘dis- 
crimination.” Discrimination does not 
mean mere differences. The sellet’s 
cost determines the proper selling price 
to test discrimination between various 
purchasers. If a reduction of price to a 
large quantity purchaser is not a dis- 
crimination in his favor against pur- 
chasers in small quantities, then is it 
not a discrimination to charge the large 
purchaser a uniform price—to deny 
him the saving in the seller’s cost 
which his quantity purchases make ? 

If this construction of the act is 
right, then cost accounting is required 
continuously in business. An analysis 
must be made as to every sale of goods 
in larger than usual quantities to de- 
termine the exact reduction in cost by 
virtue of such quantity purchases in 
order that it may be known whether 
the purchaser is entitled to a lower 
price and how much lower than the 
regular price. 

I am not unsympathetic to the pur- 
poses of the act. I realize that the chain 
store and department stores brought 
great hardship to many persons. Con- 
gress had this class of buyers in mind 
when it wrote the act. In fact, as ap- 
pears from the Congressional Record, 
many Congressmen believed that it 
did not apply to other persons. It may 
be argued that the act does not pro- 
hibit or affect price discrimination be- 
tween small purchasers because such 
transactions have no tendency to les- 
sen competition, to create a monopoly 
or to injure or prevent competition. 
This is not necessarily so, because all 
the dealers in the community may be 
small. 
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Section 1 is troublesome and dif- 
ficult. This is bad enough because busi- 
ness must go ahead taking its chances 
upon the meaning of this section. But 
when Section 1 is brought into com- 
parison with Section 3, something very 
much more fearsome appears. Section 
3 may be divided into three parts. I 
am quoting it, numbering each of the 
parts consecutively: 


Sec. 3. It shall be unlawful for any 
person engaged in commerce, in the course 
of such commerce, 

(1) to be a party to, or assist in, any 
transaction of sale, or contract to sell, which 
discriminates to his knowledge against com- 
petitors of the purchaser, in that, any dis- 
count, rebate, allowance, or advertising 
service charge is granted to the purchaser 
over and above any discount, rebate, al- 
lowance, or advertising service charge avail- 
able at the time of such transaction to said 
competitors in respect of a sale of goods of 
like grade, quality, and quantity, 

(2) to sell, or contract to sell, goods in 
any part of the United States at prices lower 
than those exacted by said person else- 
where in the United States for the purpose 
of destroying competition, or eliminating a 
competitor in such part of the United 
States; or 


(3) to sell, or contract to sell, goods at 
unreasonably low prices for the purpose of 
destroying competition or eliminating a 
competitor. 

The first and second parts are the 
most dangerous. Substantially none of 
the exceptions written in Section 1 (a) 
appears in Section 3. For instance, 
meeting a competitive price is no de- 
fense under Section 3. Part one does 
not require that the act tend to create 
a monopoly or destroy competition. I 
doubt very much that Section 3 will 
receive this construction. It is not be- 
lievable. Such a construction imputes 
to Congress a duplicitous purpose— 
that is, for instance to invite sellers by 
the first section to allow a lower price 
in competition and then to make it 
criminal by the third. The sweeping 
character of the prohibitions in Sec- 
tion 3, if effective, would put business 
under the same restrictions as railroads 
under the Interstate Commerce Act. I 
doubt that this can be done under the 
Constitution. 

The limitations of time upon this 
address prohibit any general develop- 
ment of any of the problems suggested. 
The act raises them and they must be 
resolved. 
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WHAT Course SHALL BE PuRSUED? 

The questions involved are so dif- 
ficult that, until a more exact under- 
standing of the meaning of the act is 
reached, I believe that sellers can not 
rely upon any permission of different 
prices to competing customers except 
that one relating to quantity or method 
of purchase. For instance, there is no 
right to meet a competitive price. It is 
only a defense and then apparently an 
uncertain one. Sellers are safe only if 
they charge uniform prices to their 
customers, except where, and then only 
to the extent that, by exact cost com- 
putations they can prove a lower cost 
either of manufacturing, selling or de- 
livering directly attributable to the 
quantities or manner in which the 
goods are purchased and sold. 

To justify different prices based 
upon lower cost of manufacturing of 
goods produced in mass is at least dif- 
ficult. The basis of a lower price rest- 
ing upon the lower cost of selling or 
delivering can be established. The 
manufacturing cost analysis must be 
careful, and persuasive, based upon 
confident facts, not specious, because 
the mere showing of differing prices 
makes a prima-facie case before the 
Federal Trade Commission and the 
burden of disproof of discrimination 
is placed upon one who quotes various 
prices. 


SUITS UNDER ANTI-TRuUsT Laws 
BECOMING RACKET 

This cost data and evidence must be 
preserved, perhaps for years. Section 4 
of the Clayton Act (Section 15, Title 
15, U. S. Code) grants to any person 
who shall be injured in his business or 
property by reason of anything for- 
bidden in the anti-trust laws, the right 
to recover triple damages and the costs 
of suit, including reasonable at- 
torneys’ fees. Such suits are rapidly 
becoming a racket in the United States, 
particularly since the N.R.A. codes, 
which sometimes proposed minimum 
prices. There is no federal statute of 
limitations on this right. The limita- 
tion upon recovery is furnished by the 
state statute of limitations in the juris- 
diction in which suit is brought. In 
some states the period of limitation is 
as much as fifteen years from discovery 
of the cause of action. 

(Please turn to page 28) 








Controllers Advised to Acquire 
Real Selling Viewpoint 


Would Enable Them To Correct Weaknesses and Eliminate Wastes in Sales Depart- 
ments—Functions and Problems of Sales Management Should Be Open Book to 
Them—Backing Up of Salesmen Important—Address by Mr. Homer J. BUCKLEY. 


HE November meeting of the 

Chicago Control of THE Con- 
TROLLERS INSTITUTE OF AMERICA was 
addressed by Mr. HomMeER J. Buck- 
LEY, president of Buckley, Dement & 
Company, who urged controllers gen- 
erally to familiarize themselves with 
the problems of the sales department, 
so that they might be in a better posi- 
tion to eliminate wastes in selling by 
correcting weaknesses in that depart- 
ment. Mr. Buckley's address was heard 
by a large audience which evidenced 
its appreciation of the points made. 


—THE EDITor. 


I approach this subject, “The Why 
of the Selling Viewpoint’ with more 
or less reluctance, especially before a 
group of men who have control of the 
budgets, departmental costs, sales and 
profit records of corporations in many 
diversified lines of business. It is an 
address that necessarily has to be more 
or less critical and challenging. 

Why is it that so many controllers 
lack a real, tangible selling viewpoint ? 
It is true that there are some who 
measure up to a very high degree in 
this very essential requirement and I 
am happy to say I know a few of them. 
But why are there so few—relatively 
speaking ? 

The answer might readily be forth- 
coming—‘‘That’s not our job. That's 
the sales, sales promotion and adver- 
tising department's job, where men 
trained and experienced are engaged to 
assume those responsibilities.” Unques- 
tionably, that’s a true size-up of the 
situation, and the rule of big business 
—generally. Yet I know of no more 
needed adjustment in the business 
structure. There is no group of men, 
with as broad an understanding of 
business administration, who can con- 
tribute so much to solving basic prob- 


lems, correcting weaknesses and elimi- 
nating wastes on the selling side of 
business, as the executives who head 
up that important part of the corporate 
management—the controllers. 


CONTROLLER SHOULD HAVE SELLING 
VIEWPOINT 

Provided—and this proviso is the 
kernel of the whole situation—pro- 
vided, they have a selling viewpoint 
and a thorough appreciation and a 
seasoned understanding of the human 
problems involved in the development 
and processes of making sales—em- 
bracing marketing and merchandising. 

I maintain that the controller is a 
“key man” and can attain a far more 
important place in management if he 
really understands selling in all its 
ramifications, and develops and keeps 
mentally alert his selling viewpoint. 
He must know the functions and prob- 
lems of sales management. Selling is 
a very human process. It’s fascinating 
and intriguing and there’s no man— 
no matter how old or experienced he 
may be—who cannot constantly get 
new ideas if he has an open mind. 

We need more top executives in the 
financial side of management who 
understand the language of selling and 
its relation to production engineering 
and balance sheets—who truly appre- 
ciate the place and the need for per- 
sonal and printed salesmanship as a 
major function in business success. 
Therefore, I urge controllers to study 
the art of sales management—to dip 
deep into sales methods—not as a 
critic analyzing expense, but rather as 
an executive endeavoring to under- 
stand the problems involved, in order 
to render constructive assistance in 
eliminating many tragic wastes in per- 
sonal selling. 


In learning this art of sales manage- 
ment it is well to realize that we will 
progress in old organizations only so 
far as tradition will permit. “A man 
is a good deal like a tack—he can go 
only as far as his head permits.” Men 
think in their traditional channels. 
These typical attitudes of mind—of 
salesman, controller and engineer— 
each presents a different difficulty that 
must be faced in any study of sales 
promotion and sales management. 
These attitudes will color many deci- 
sions and may generate more heat than 
light in many discussions of plans and 
methods. 


SELLING PROCESS VITAL 


In order to clarify any standpoints 
let me at this time set down a few 
fundamentals: A business is financed, 
a plant is built, and an organization 
is developed for the purpose of pro- 
ducing something that can be sold at 
a profit, and then selling it. Therefore, 
the creation of an efficient selling proc- 
ess is the ultimate purpose of an or- 
ganization, and if it fails there, the 
organization fails. The vital impor- 
tance of the selling process is obvious. 
It is the only reason why a business 
exists. We sell to a public. That 
public does not have to buy of us. That 
public is a peculiar thing. It is busy, 
fickle, indifferent, and exacting. We 
know less about it than we should. 

We do know, however, it is a fal- 
lacy to think 


—that the public will automatically 
seek the best; 

—that the public knows the differ- 
ence between price and value; 

—that the public will automatically 
reward enterprise and service; 























CHANGES take place often, and with- 
out warning, in the automotive field 
—changes which would ordinarily 
upset figure-work routine in the in- 
dustry. Hence, this tribute from the 
Fruehauf Trailer Company (world’s 
largest manufacturer of commercial 
trailers and semi-trailers), at Detroit, 
Michigan: 

“Since the ‘Comptometer’ is ex- 
tremely flexible and performs all kinds 
of figure work with high speed and un- 
varying accuracy, we are able to meet 
these constant changes quickly and with- 
out confusion. 

** “Comptometers’ are used on all our 
figure work — costs, payroll, accounts 


payable, billing, sales analysis, statis- 
tics, and general accounting. 

**Because ‘Comptometer’ methods 
make statistics immediately available at 
low cost, we have standardized on 
‘Comptometers.’ ” 


Hundreds of other industrial leaders 
find that “Comptometer” gives them 
maximum speed, accuracy and econ- 
omy in handling figure work of all 
kinds . . . that “Comptometer” meth- 
ods help to minimize confusion 
arising from recent Social Security 
legislation. 


If you feel there is room for | 


improvement in your figure-work 





departments, telephone the “Compt- 
ometer” office in your locality. Or 
write direct to Felt & Tarrant Mfg. Co., 
1734 N. Paulina Street, Chicago, IIl. 


““Comptometer” 


COMPTOMETER 


Reg. U. S. Pat. Off. 
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—that the public knows what it 
wants ; 

—that the public will demand over 
any great length of time what 
it is not reminded of. 


Therefore, we have salesmen and 
sales departments with their educa- 
tional methods. 

Selling is an absolutely essential 
function in all enterprises depending 
upon public support. During the next 
decade it will be the major problem 
of industry. It is a very human proc- 
ess, because no matter how much it 
may depend on price, or quality, it 
must be guided and controlled by those 
qualities which can tip the scale in 
favor of a particular firm or line of 
goods. The public must be educated, 
informed, and instructed. 

What does it matter what the price 
of an article is if I do not know I 
need it? It matters still less if I do 
not want it. Therefore, advertising 
must enter the picture. Under the 
cloudy phrase ‘Economic Waste of 
Advertising,” beginning with Stuart 
Chase’s book, ‘Get Your Money’s 
Worth” right down the line to the 
Consumers’ Research Bulletin, adver- 
tising has been definitely on the defen- 
sive. 

I should like to issue a challenge 
to critics of advertising and say to 
them, ‘‘For every dollar that is wasted 
in advertising, as charged in books and 
magazine articles (and there is money 
wasted in advertising), there is ten 
dollars wasted in personal selling.” 
And I want to lay some facts before 
you to prove this statement. 

Many times, too, this waste in per- 
sonal selling takes place where adver- 
tising is used in great quantities. It 
happens in my organization, in your 
organization, and in fact in any organ- 
ization where men are permitted to go 
out in their selling territories to do 
“cold canvass drudgery.” And thou- 
sands of men are compelled to go up 
against the task of ‘‘cold canvass’’ so- 
licitation. 


SOME STIMULATING QUESTIONS 
In a current publication I encoun- 
tered several titles to articles that are 
definitely related to my subject. I 
quote them, and in doing so I ask you 
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if you might not reasonably ask these 
questions of your own organization: 


1. How do you follow-up your sales- 
men’s calls? 

2. Do you ever stop to think what 
may be frightening your salesmen ? 

3. Can you get new dealers by sales 
letters—direct mail ? 

4. Do you coordinate sales promotion 
and advertising ? 

5. Are you using sales contests to 
speed up jobber salesmen ? 

6. Perish the thought—but can it be 
possible that your business suffers 
from inertia ? 


All of you who have salesmen in 
your organization, answer this ques- 
tion: How much time are your sales- 
men actually in the presence of their 
customers, day in and day out? A few 
years ago I asked the sales manager 
of one of the large office appliance 
manufacturers if he would undertake 
to get some first-hand information for 
me, as applied to his own business, of 
the amount of time men in his sales 
organization actually spend in the pres- 
ence of their customers. This organi- 
zation has 300 salesmen and twenty 
branches throughout the United States. 
They kept a daily and weekly record 
of actual time the men were in the 
presence of their customers. Out of 
forty-four working hours in a week, 
this organization found that their men 
were actually in their customers’ pres- 
ence only four out of the forty-four 
hours. The other forty hours were 
spent in coming and going, calling 
back and waiting and writing weather 
reports. When your advertising man- 
agers are spending appropriations which 
run into fair-sized sums, does it not 
behoove you to suggest their concen- 
trating some promotion efforts in par- 
alleling the contacts of their salesmen, 
in order to help them to a better and 
more satisfactory job? 

Another startling thing about this 
“cold canvass” drudgery is this: I have 
run across executives in many types of 
business who will have salesmen in 
their organizations with overdrafts 
month after month and year after year, 
who will stand for losses aggregating 
many thousands of dollars through 
these overdrafts and expense accounts, 





and who will not spend one dollar to 
help those men make good—which 
might be possible if they had the right 
type of promotional material support- 
ing them. 

Not only is this true in small organi- 
zations, but often it is much more 
tragic in large organizations where 
they think the prestige of the concern 
and the weight of national advertising 
can sustain the men at the point of 
sale. 

A sales manager in Cleveland said 
to me: “All sales forces divide them- 
selves into three groups. Here are the 
divisions: 


1. Those coming in 
2. Those remaining 
3. Those going out.” 


Take the time to study your own 
organization and you will discover that 
those going out represent quite a heavy 
expense and overdraft. They have been 
charged with failing to make good, but 
the facts really are: No supporting pro- 
motion program was given these men. 
We are in a selling era where men 
in the field should be given the right 
kind of advertising support. To any 
organization that has ten men selling 
for it I would say this: 


PAVE THE Way FOR CALLS 

“Where six of these ten are making 
the quota of drawing accounts and ex- 
pense accounts, and the other four are 
at the short end of the quota, reduce 
your force to eight men and you will 
get more business from these eight 
men if you will put behind the eight 
men an intensive promotion effort— 
paving the way for calls—doing the 
missionary work ahead of the men. 
And the cost need not exceed the 
amount paid to the two men who were 
total losses.” 

Here is a letter written by the pres- 
ident of a large wholesale hardware 
institution at Quincy, Illinois, to my 
firm some time ago: 

“Our business is selling at whole- 
sale, hardware, automotive supplies, 
and radio supplies. We also operate 
a retail department, which is separate 
and distinct from the wholesale de- 
partment. 
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BURROUGHS TYPEWRITER 
ACCOUNTING MACHINE 
Writes check (or pay enve- 
lope), earnings record, 
employee’s statement and 
payroll summary in one 
operation. Column selection 
automatically controlled. 
All totals accumulated. 
This machine is only one 
of many models that handle 
every accounting job. 


BURROUGHS DESK 
BOOKKEEPING MACHINE 


Posts earnings records, 
automatically prints dates 
in proper columns, auto- 
matically subtracts deduc- 
tions—calculates net pay. 
Can also be used as a fast, 
practical adding-subtract- 
ing machine for all kinds of 
accounting work. Many 
styles—all low in price. 


BURROUGHS CHECK-WRITING 
TYPEWRITER 


Writes payroll checks in 
units or in strips. Payroll 
summary completed in 
same operation. Fast and 
easy insertion and removal 
of checks. Can also be used 
as a typewriter for cor- 
respondence and general 
typing. Electric carriage 
operation. Several models. 


BURROUGHS AUTOMATIC 
PAYROLL MACHINE 


Writes check (or pay enve- 
lope), employee’s earnings 
statement, earnings record 
and payroll summary in 
one operation. Accumu- 
lates all necessary totals. 
Many models for payroll 
work, as well as for scores 
of other accounting jobs. 





3 rereTi Le 
* 







































SIMPLIFIES 
PAYROLL 
ACCOUNTING 


Burroughs has made an intensive 
study of the payroll accounting 
problems set up by the Social Secu- 
rity Act. Concerns in many lines of 
business are profiting by the results 
of this study and byrecent Burroughs 
machine developments which enable 
them to simplify the keeping of pay- 
roll records. 


Many find that they can actually cut 
accounting costs while obtaining the 
additional information required by 
the Act. In fact, employers frequently 
say, ‘“‘The investigations we were 
prompted to make because of the 
Social Security Act have brought us 
the complete payroll accounting 
system we have needed for a long 
time.”’ 








It will pay you to investigate. Use 
the coupon today. For more imme- 
diate action, telephone the local 
Burroughs office or wire us direct. 






Burroughs Adding Machine Company 
6425 Second Boulevard, Detroit, Michigan 


I should like to have specific information to 
assist us in meeting the payroll accounting 
requirements of the Social Security Act. 


Name of concern 





Address 








My name and title. 


We have approximately________em ployees. 
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“During the last few years the sell- 
ing costs in our business have gone up 
entirely too fast, due to intense and 
wasteful competitive methods. Driven 
on by the insane desire for more vol- 
ume wholesalers have been reaching 
out into territories which they cannot 
serve as well as the nearby jobber. 

“So many merchants believe that 
they are helping themselves by buy- 
ing from every salesman who comes 
along, provided he offers them one 
item at a slightly lower price than they 
have been paying. The result is that 
our entire territory is made regularly 
by salesmen from twelve to fourteen 
wholesale hardware houses, and in ad- 
dition by many factories working the 
trade direct, and some specialty houses. 

“From this you can readily see that 
there is a terrific waste through the 
employing of an excessive number of 
salesmen. But the waste does not stop 
there. When the merchants split up 
their business between too many houses 
this means an excessive number of 
small orders, which, in turn, means 
extra help in the shipping department 
and in the office as well.” 

This situation described by my friend 
at Quincy is not unusual. On the con- 
trary, it is quite typical of what is 
going on pretty generally and which 
forms the basis of my case, namely, the 
tragic waste in personal selling and the 
“why” of the selling viewpoint. 

Recently I wae talking to a sales 
manager of a well-known Detroit firm 
and he said, “If we were to hire one 
hundred salesmen, give them a sample 
outfit, a route sheet and a traveling ex- 
pense check, and send them out on 
the road, they would divide themselves 
into groups as follows: 

“Twenty-five per cent. would imme- 
diately send in orders. 

“Fifty per cent. would alibi, saying 
that prices were too high compared to 
those of competitors. 

“Twenty-five per cent. would be ab- 
ject failures. 

“The fifty per cent. alibiers and the 
twenty-five per cent. failures who must 
be faded out are the ones who are 
contributing to waste in personal sell- 
ing. And executives in the front of- 
fice are too indifferent to the situation 
to take any action. That is one of the 
worst tragedies in my organization.” 


The Controller, January, 1937 


And yet, my friends, if we, as sales 
managers, controllers and management 
executives of concerns employing large 
sales forces, tie more of our advertis- 
ing to the salesman’s work in the 
field—to help him make good in his 
job—then this waste can be overcome. 
We are getting back to solid ground— 
to business at a profit or not at all. 
New leaders are arising out of our 
present economic situation. They are 
the ones who have had vision to main- 
tain an aggressive advertising and sell- 
ing program, to keep their foot on the 
accelerator when they are climbing a 
steep hill. 

These new leaders will have learned 
the important lesson of driving hard 
for business. The experience they have 
gained on the hard road of selling will 
accrue in a large measure and double 
and treble profits for them. Advertis- 
ing can show results under these new 
conditions, and your firm can ‘‘forge 
ahead on the business upturn’’ if defi- 
nite plans are made and the following 
kept in mind: 

1. More attention to economic trading 
areas and districts. 

. A more careful selection of cus- 
tomers from the standpoint of prof- 
itable operation. 

3. Greater consideration to the mini- 
mum size of order that can be han- 
dled at a profit. 

. Simplification of line, brands, sizes 
of containers, and varieties of mer- 
chandise to effect increased turn- 
over. 

5. Increasing profits through adequate 

stock control. 

6. Increasing retail sales by improving 

the standards of retail selling. 

7. The reduction of selling expenses 

through effective direct mail selling. 

8. A well balanced, carefully planned 

advertising campaign. 


PUBLIC ACCOUNTANTS’ 

ORGANIZATIONS UNITE 
Uniting of the American Institute 
of Accountants and of the American 
Society of Certified Public Accountants 
is an accomplished fact. The Bulle- 
tin of the American Institute of Ac- 
counts, which will hereafter be known 
as the American Institute of Certified 
Public Accountants, dated December 
15, 1936, gives this account of the 


No 


od 





final steps taken to bring about an 
amalgamation of the two organiza- 
tions. 

“The phrase ‘One national organi- 
zation’ need no longer be enclosed in 
quotation marks. It has become a 
reality, with the approval by mail vote, 
by a majority of all the members of 
the Institute, of amendment to article 
II of the Institute's by-laws, providing 
for admission of all members of the 
American Society of Certified Public 
Accountants in good standing August 
31, 1936, who elect to be admitted. 
The vote on this amendment was as 
follows: 


Entitled to vote ........ 2835 
ITs 2: 5\/0) oe ae ea 1571 
a ere 70 


“The president declared the amend- 
ment effective as of November 21, 
1936, and steps were immediately 
taken to transfer to the Institute those 
members of the Society who had 
elected to become members or asso- 
ciates. At the date when this Bulletin 
goes to press members and associates 
have actually been transferred and have 
been notified of the fact, bring the 
membership at December 10, 1936, to 
4,334. 

“With these final steps, therefore, 
the Institute suddenly finds itself prac- 
tically double its previous size, and 
with greatly enlarged resources. The 
officers are eager to dispose rapidly of 
the final details of organization and 
administration, so that a program of 
constructive effort on behalf of the 
whole profession may be launched on 
a scale greater than ever before. 

‘Among other things, the executive 
committee has under consideration sug- 
gested plans for continuation of a 
Washington office. Arrangements have 
already been made whereby publica- 
tion of the Certified Public Accountant 
will be continued by the Institute in 
place of the present monthly Bulletin. 

“In view of the imminent publica- 
tion of the 1936 Yearbook of the In- 
stitute which is expected to appear 
toward the end of January, it has been 
decided not to publish in the Bulletin 
the names of all those members and 
associates admitted through the merger. 
Their names and addresses will, of 

(Please turn to page 28) 
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THE AMERICAN ACADEMY 






OF ACCOUNTANCY 


0 iffers courses 


IN COMMERCIAL AND 
PROFESSIONAL ACCOUNTING 


Included among them is a “Specialized Course in Federal Taxation.” 


Outline and Synopsis of Lessons follows:— 


. The Taxes of 1936, with a Brief Survey of Their Back- 


ground. 


. A Summary of the Basic Theory and Structures of the 


Federal Income Tax Statutes. 


. A Critical Survey of the Revenue Act of 1936. 
. Suggestions as to Procedures To Avoid Unnecessary 


Taxes under the Revenue Act of 1936. 


. Suggestions as to Procedures To Avoid Unnecessary 


Taxes under the Revenue Act of 1936—(Continued). 


. Tax on Unreasonable Accumulations of Profits and Tax 


on Personal Holding Companies. 


. Capital Stock and Excess Profits Taxes; Tax on Unjust 


Enrichment. Part I—Capital Stock and Excess Profits 
Taxes. Part II—Tax on Unjust Enrichment. 


. Gross Income. 
. Part I—Gross Income—(Continued ). 


Part I1I—Credits against Net Income. 


. Part I—Credits against Tax. 


Part II—Illustrations of Tax 
Computations in Case of Industrial Taxpayers. 


. Gains and Losses. 
. Part I—Exchanges in Connection with Reorganizations. 


Part II—Involuntary Conversions. 


. Part I—Capital Gains and Losses (Section 117). 


Part II—Wash Sales (Section 118). 


4, Part I—Adjustments to Basis, Including Study of Cor- 


porate Distributions. 
Part II—Unadjusted Basis. 


Lesson 
Lesson 
Lesson 
Lesson 
Lesson 
Lesson 
Lesson 
Lesson 


Lesson 


Lesson 


Lesson 
Lesson 


Lesson 


Lesson 
Lesson 
Lesson 
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: Basis for Determining Gain or Loss—(Continued ). 


. Ascertainment of Fair Market Value. 

. Deductions from Gross Income. 

. Deductions from Gross Income—(Continued ). 
. Deductions from Gross Income—(Continued ). 
. Security Transactions. 

. Installment Sales. 

. Inventories. 

. Part I—Decedents’ Estates. 


Part II—Testamentary and Irrevocable Trusts. 


. Part I—Trust Taxable to Grantor. 


Part II—Employees’ Trust. 

Part I1]—Guardianships and Receiverships. 
Part IV—Partnerships. 

Part V—Estates by Entireties. 

Part VI—Fiscal Year Returns. 


. Problems and Specimen Returns. 
. Special Classes of Taxpayers. 
. Procedure in Filing Returns, Prosecution of Tax Cases, 


etc. 


. Miscellaneous Matters re Preparation of Tax Cases. 
. Federal Social Security Act. 
. Federal Estate and Gift Taxes. 


Part I—Federal Estate Tax. 
Part II—Gift Tax. 


WILLIAM T. SUNLEY, C.P.A. 
President 


LAWRENCE W. SCUDDER, C.P.A. 
Chairman of the Board 








J. F. WALKER 


Vice-President 


WILLIAM B. CASTENHOLZ, C.P.A. 
Vice-President and Educational Director 


FRANCIS G. FABIAN, M.E., E.M. 


Secretary-Treasurer 


GEORGE D. COLBORN 


Director 


CHARLES C. DAWES 


Director 


EXECUTIVE OFFICES 
720 NORTH MICHIGAN AVENUE 


CHICAGO, ILLINOIS 
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Utility Company’s Definition of 
Duties of its Controller 


The Public Service Company of 
Northern Illinois, with general offices 
at Chicago, recently revised its by-laws, 
and in doing so incorporated in them 
revised definitions of the duties of the 
controller and of other accounting ofh- 
cers. Provision was made for assist- 
ant controllers, assistant chief account- 
ants and assistant auditors. 

Excerpts from the new by-laws are 
published, by courtesy of Mr. R. S. 
Holden, controller of the company: 


SALIENT PROVISIONS OF By-Laws 


“There shall be elected ....a 
Chairman, a President, .... Vice 
Presidents . . . . a Secretary, a Treas- 
urer, a Comptroller, a Chief Account- 
ant, and an Auditor.” 

“The Comptroller shall have con- 
trol over all accounts and records per- 
taining to revenues, expenses, moneys, 
securities, properties, materials and 
supplies, including the general books 
and accounts of the Company and all 
records relating to receipts, costs, and 
disbursements; the form of all vouch- 
ers, accounts, accounting procedures, 
accounting reports and returns; the 
preparation of all accounting reports 
and financial statements and the au- 
diting of all accounts and records of 
the Company relating to revenues, ex- 
penses, moneys, securities, properties, 
materials and supplies. He shall have 
executive direction of the accounting 
and auditing organizations of the Com- 
pany’s general offices and shall have 
functional supervision over all other 
accounting organizations of the Com- 
pany. He shall have such other powers 
and duties as are commonly incidental 
to the office of Comptroller, or as may 
be prescribed for him by the Board 
of Directors or the Executive Com- 
mittee.” 

“The Chief Accountant shall have 
charge of and be responsible for the 
general books and accounts of the 
Company and the preparation of finan- 
cial statements and reports, and for 
that purpose shall see that the neces- 


sary returns and accounting are made 
to him of all revenues, expenses, 
moneys, securities, properties, ma- 
terials and supplies, and that correct 
vouchers are issued for all disburse- 
ments. No voucher shall be approved 
for payment of bills unless the charges 
covered by the voucher have been 
properly certified and have been previ- 
ously approved through work order, 
requisition, or otherwise by the head 
of the department -in which it orig- 
inated, or unless the Chief Accountant 
or an Assistant Chief Accountant shall 
otherwise be satisfied of its propriety 
and correctness. He shall have full ac- 
cess to all books, contracts, correspond- 
ence, papers and records of the Com- 
pany relating to its business matters. 
The Chief Accountant shall have such 
other powers and duties as are com- 
monly incidental to the office of Chief 
Accountant, or as may be prescribed 
for him by the Board of Directors or 
the Executive Committee.” 

“The Auditor shall have charge of 
and be responsible for the auditing of 
all accounts and records of the Com- 
pany relating to revenues, expenses, 
moneys, securities, properties, ma- 
terials and supplies. He shall see that 
the accounts of all officers and em- 
ployees, the receipts from all sources, 
and the disbursements made for any 
purpose are examined from time to 
time, as often as practicable. He shall 
have full access to all books, contracts, 
correspondence, and other papers and 
records of the Company relating to 
its business matters. The Auditor shall 
have such other powers and duties as 
are commonly incidental in the audit- 
ing of accounts and records relating 
to revenues, expenses, moneys, securi- 
ties, properties, materials and supplies, 
or as may be prescribed for him by 
the Board of Directors or the Execu- 
tive Committee.” 

‘“. ... and no bills shall be paid 
by the Treasurer unless audited and 
approved by the Chief Accountant or 
an Assistant Chief Accountant. .... 








Officers and Directors 


CONTROLLERS INSTITUTE 
OF AMERICA 


President 
PAUL J. URQUHART 
Aluminum Company of America 
Pittsburgh 
Vice-Presidents 
HERBERT A. GIDNEY 
Gulf Oil Corporation of Pennsylvania 
Pittsburgh 
ERNEST L. OLRICH 
Marshall Field & Company 
Chicago 
EarL D. PAGE | 
Philadelphia & Reading Coal & Iron 
Company 
Philadelphia 
HENRY C. PERRY 
The Heywood-Wakefield Company 
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J. S. SNELHAM 
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American Gas Association 
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(Note: The officers are also directors) | 
Managing Director 
ARTHUR R. TUCKER 
Directors 
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The Chesapeake Corporation 
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International Telephone & Tele- 
graph Corporation 
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Sun Shipbuilding & Dry Dock Co. 
Chester, Pennsylvania 
ARTHUR E. Davis 
The Royal Typewriter Company, Inc. 
New York City 
RopneEyY S. DURKEE 
Socony-Vacuum Oil Company, Inc. 
New York City 
FRANCIS B. FLAHIVE 
Columbia Gas & Electric Corporation 
New York City 
F. G. HAMRICK 
American Smelting & Refining Co. 
New York City 
DANIEL J. HENNESSY 
Long Island Lighting Company 
New York City 
R. FRANKLIN Hurst 
New York City 
ALBERT J. LANSING 
Colgate-Palmolive-Peet Company 
Jersey City 
Leroy V. PORTER 
New York Central Lines 
New York City 
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Lehigh Portland Cement Company 
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LIQUID Duplicate: 


“DITTO 


RECOMMENDED 
IT FOR MY JOB” 
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“My production routine calls for 
the reproduction of thousands of 
production tickets every month. After 
studying my system, the Ditto repre- 
sentative recommended the new Ditto 
Direct Process (Liquid) Duplicator for 
my job.” 
oa * * 
It does not matter to Ditto, Incorpo- 
rated, whether you need a liquid or 
gelatine type duplicator, but it does 
matter to you. You want the machine 
that will do your job better, quicker 
and at less cost. Ditto manufactures 
and sells both the liquid and gelatine 
type duplicators. You are thus assured 
of a frank, impartial recommendation. 


Free! 


Our special folder 
featuring the Ditto 
Direct Process Dupli- 
cator gives complete 
facts about the liquid 
type machine. Re- 
turn the coupon for 
a free copy. 
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Yes, you may send me, without cost or obliga- 
tion, your special folder featuring the Ditto 
Direct Process Duplicator. 
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DITTO Ine. 


648 S. Oakley Bivd. 
CHICAGO, ILLINOIS 


DITTO + DITTO 


DITTO THE ONE WRITING METHOD-- DITTO THE ~~ 
N 












OFFICERS OF 
SAN FRANCISCO CONTROL 


The official list of officers and directors 

of the San Francisco Control is: 
President 

EpwarpD V. MILLS 

Fireman's Fund Insurance Company. 

Vice-President 

A. T. SAUNDERS 

Balfour, Guthrie & Company, Ltd. 


C. A. SMITH Directors 
American Trust Company. 
J. R. McKEE 


California Casualty Indemnity Exchange. 
C. E. SCHINK 

California & Hawaiian Sugar Refining 

Corp. Ltd. 


J. E. BRoKAw 
Crown-Zellerbach Corporation. 


C.C.Gwson 7 fasurer 
The Paraffin Companies, Inc. 


MASSACHUSETTS LAW 
INTERPRETED 
A brief explanation of the Massa- 
chusetts Unemployment Compensation 
law for the use of employees has been 
issued by the Unemployment Compen- 
sation Commission of Massachusetts, 
whose headquarters are 31 Milk Street, 
Boston. The law was passed in Au- 
gust, 1935, and became operative Jan- 
uary 1, 1936. Employers of eight or 
more individuals are subject to the law. 
The Act has been approved by the 
Federal Social Security Board. 


ACCOUNTING HANDLING 
OF LOSSES IN SPAIN 

The question has been raised by the 
controllers of a number of companies 
with branches or factories in Spain, as 
to the manner of handling in the ac- 
counts, possible losses as of the end of 
December on investments in Spain be- 
cause of the civil war. 

The question has been asked whether 
companies which have sustained losses 
can consider them a proper charge 
against earnings of the year just ended, 
or whether they can consider them as 
a proper surplus charge. 

Comments on these questions will 
be welcomed by THE CONTROLLERS 
INSTITUTE OF AMERICA. 


FORM FOR REPORTS BY 
SUBSIDIARIES 

The Securities and Exchange Com- 
mission has adopted Rule 13-60 and 
Form U 13-60 pursuant to Section 
13(c) and 20(a) of the Public Utility 
Holding Company Act of 1935, cover- 
ing annual reports by mutual and sub- 
sidiary service companies of registered 
holding companies. Copies of the form 
have been sent to the mutual and sub- 
sidiary service companies affected. 
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“I was one of the first to investigate 
the merits of the liquid type dupli- 
cator. In fact I had a liquid machine in 
on trial. I know by actual test that the 
gelatine type machine will do my work 
better and cheaper.” 


* * * * 


Whether you need a liquid or gelatine 
type machine depends entirely on what 
use you have for the machine. Be- 
cause Ditto manufactures and sells 
both types of duplicators, Ditto repre- 
sentatives can make intelligent, un- 
biased recommendations as to the 
machine that will serve your purposes 
best. Ask the Ditto representative for 


his recommendation. 
Free! 


Want to know the 
quickest and most 
economical dupli- 
cator for your job? 
Write for our 
book, ‘“‘Copies— 
Their Place in 
Business.” It tells 
the complete story. 








Yes, you may send me, without cost or obliga- 
tion, your book “‘Copies—Their Place in Busi- 
ness” giving complete facts about Ditto Dupli- 
cators. 


Concern 


Name. 
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BURNS RESIGNS AS 
COUNSEL OF S. E. C. 

Mr. John J. Burns has resigned as 
general counsel of the Securities and Ex- 
change Commission, effective January 
15. Allen E. Throop, senior assistant 
general counsel, was appointed to suc- 
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ceed Judge Burns. Judge Burns has 
been general counsel since the organi- 
zation of the Commission in July, 
1934. He will return to the private 
practice of law. Mr. Throop has been 
assistant general counsel since Septem- 
ber, 1934. 





not be held by the same person. 


By-Law Prescribing Officers of Corporation 


A short form of by-law prescribing the officers of a corporation, recommended by 
The Controllers Institute of America, reads: 

The officers of this corporation shall be a President, one or more Vice- 
Presidents, a Controller, a Secretary and a Treasurer, and such other o fhicers 
as may be elected by the Board of Directors. The officers shall perform such 
duties and have such powers as generally pertain to their respective offices 
and such other duties and powers as from time to time may be imposed or 
conferred upon them by the Board of Directors. One person may hold two 
or more offices, except that the offices of Controller and Treasurer shall 








60% on your printing bills. 








Your Srenographer Can Save The 
Cost of Printer’s Type-Setting! 


im WABE-IYPER, 





changeable - electrically controlled + providing absolute uniformity 
of impression + compact + complete - It will save you from 20 to 


RALPH C. COXHEAD CORPORATION 


Manufacturers 
17 Park Place - 





the office Composing Unit 


Here is a complete unit + as 
simple to operate as a type- 
writer + which will provide 
the reading matter (printer’s 
type styles) for your bulletins, 
forms, charts, catalogues, house 
organs, etc. + It may be re- 
produced by photo-offset, sten- 
cil printing or gelatin and 
chemical duplicating. Hun- 
dreds of different styles and 
sizes of types + instantly inter- 


New York, N. Y. 





Membership Cards Distributed 
Pocket membership cards have been 
distributed to members of THE CON- 
TROLLERS INSTITUTE OF AMERICA. 
They are for the current fiscal year, and 
bear President P. J. Urquhart’s signa- 
ture. They were included in a mailing 
of ballots for voting on a proposed 
amendment of by-laws, with respect to 

the date of the annual meeting. 


Organizations Unite 
(Continued from page 24) 
course, be included in the membership 

lists as published in the yearbook. 

“All amendments to the by-laws sub- 
mitted for mail vote in the ballot 
dated October 29, 1936, were approved 
by the membership with relatively few 
negative votes. They have been de- 
clared effective by the president. An 
explanation of each of these amend- 
ments appeared in the November Bu/- 
letin. 

‘Following notification to members 
of the Society who had elected to be 
transferred to the Institute, that the 
transfer had been accomplished, an- 
other mail ballot, dated December 3, 
1936, was submitted to all the mem- 
bers for a vote by mail on the ques- 
tions relating to change of name and 
so-called ‘regional representation.’ 

“The nature of these amendments 
and the manner in which they were 
proposed was explained fully in the 
November issue of the Bvlletin, and 
a copy of this explanation will be sent 
to any member who desires it. 

“As this Bulletin goes to press too 
few ballots have been returned to in- 
dicate what the result of the vote may 
be,” 

Patman Act 


(Continued from page 19) | 
I do not believe that business 


generally can be operated without 
granting quantity purchasers price re- 
ductions, which their manner of pur- 
chasing entitle them to receive. If such 
allowances are not made to them, many 
of them will operate their own facto- 
ries and will be able to do so. The 
allowance of the difference is essential, 
in my opinion, to the continuance of 
business. It cannot, and must not, be 
granted unless the manufacturer in- 
stalls and maintains such adequate cost 
accounting systems as are required to 
prove the propriety of the allowance. 
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EXEMPTIONS EXTENDED 
BY SECURITIESCOMMISSION 


The Securities and Exchange Com- 
mission has amended Rules AN12 and 
AN13 under the Securities Exchange 
Act of 1934 to extend to January 31, 
1937, certain exemptions provided by 
these rules. The extension is available 
for securities for which applications 
on Form 22 have been filed on or be- 
fore December 31, 1936. Form 22 is 
the form for issuers reorganized in in- 
solvency proceedings or which have 
succeeded to a person in insolvency 
proceedings. 


Instructions Amended for Forms 12-K and 12A-K 


The Securities and Exchange Com- 
mission announces that it has amended 
the instruction books for Forms 12-K 
and 12A-K, which are used for annual 
reports to the commission of com- 
panies making annual reports under 
Section 20 of the Interstate Commerce 
Act or under Section 219 of the Com- 
munications Act of 1934. 

Forms 12-K and 12A-K, as adopted 
last year, authorized the filing of copies 
of selected schedules from the various 
annual report forms of the Interstate 
Commerce Commission and the Federal 
Communications Commission in lieu 
of copies of the complete reports. The 
amended form authorizes the same pro- 
cedure in the case of Form A, but the 
permission to omit schedules has been 
discontinued in the case of the other 
annual report forms of the Interstate 
Commerce Commission and the Federal 
Communications Commission. This ac- 
tion was taken because of the rela- 
tively small number of companies 
which exercised their option with re- 
spect to these other forms. 

The list of selected schedules for 
Form A is approximately the same as 
that published last year, except for 
certain changes necessitated by modi- 
fications in the form made this year by 
the Interstate Commerce Commission. 
However, a few schedules which were 
previously authorized to be omitted are 
required to be furnished under the 
amended form. 

A minor amendment has also been 
made for the purpose of making it 
clear that financial statements of non- 
carrier subsidiaries need not be certi- 





The Controller, January, 1937 


fied in any annual report for the year 
ending December 31, 1936. 

The Commission will again. print 
and furnish to registrants copies of the 
“Extract from Annual Report Form A 
of the Interstate Commerce Commis- 
sion.” These extracts will be available 
for distribution after February 1, 1937. 
Printed copies of the various other 
forms of the Interstate Commerce Com- 
mission and the Federal Communica- 
tions Commission will likewise be fur- 
nished by the Securities and Exchange 
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Commission to any registrant which 
desires to use the same and which no- 
tifies the Commission on or before Feb- 
ruaty 15, 1937, of the exact number 
of copies which it will require and the 
names of the companies for which the 
copies will be needed. 


Binders for Magazine Available 
Binders which may be used in pre- 
serving back numbers of THE CON- 
TROLLER are available at a rate of $2.00 
apiece. These are loose-leaf binders. 





Mr. Controller: 


Social Security Act? 


by addressing 


Are you interested in knowing what the average 
cost per clerk should be, based on the experience 
of others, in relation to your rent and overhead? 

Are you interested in knowing whether the price 
you are paying for the volume of papers handled 
in your filing department is reasonable or not? 

Are you interested in the necessary payroll and 


employee history records for operation under the 


Are you interested in knowing whether you 
have properly insured the important and neces- 


sary business records of your Company? 


You can secure answers to the above and many 


other questions, without obligations on your part, 


GHAW-WALKER 








MUSKEGON, MICHIGAN 


Dealers and Branches in all Principal Cities 














Harry C. Thompson 


Mr. Harry C. Thompson, controller of 
the Union Central Life Insurance Company 
of Cincinnati, died suddenly December 13, 
aged within one day of fifty-three years. 

Mr. Thompson was a member of THE 
CONTROLLERS INSTITUTE OF AMERICA, hav- 
ing joined it at the time. the Cincinnati 
Control was organized in the spring of 
1936. 

He was formerly affiliated with a firm 
of public accountants in New York City. 
Mr. Thompson began his accounting career 
as a public accountant with a company of 
his own, and later became affiliated with 
the Prudential Insurance Company of New- 
ark which he served for twenty-eight years, 
rising from clerk to controller. For two 
years he was president of the Lincoln In- 
terstate Holding Company of Newark. He 
was a native of Nashua, New Hampshire. 

In the short time he was associated with 
the Cincinnati Control of THE CoNTROL- 
LERS INSTITUTE OF AMERICA he won a 
high place in the esteem of his fellow 
members. His passing was _ sincerely 
mourned. 


CONTROLLER NAMED TO 
UTAH STATE COUNCIL 


Mr. J. R. Bachman, of the Amalgamated 
Sugar Company, Ogden, Utah, has been 


appointed a member of the Advisory Coun- 
cil of the Industrial Commission of the 
State of Utah. The Council is composed 
of five members—a representative of the 
public at large, two representatives of em- 
ployers, and two representatives of em- 
ployees. Mr. Bachman is one of the two 
employer representatives on the Council. 
He is a member of the San Francisco Con- 
trol of THE CONTROLLERS INSTITUTE OF 
AMERICA. 

The principal functions of the Council 
will be to formulate and promulgate rules 
and regulations under the Unemployment 
Compensation Law passed at a_ recent 
special session of the Legislature of Utah. 

The Council will also advise with the 
Industrial Commission of the State on mat- 
ters pertaining to the administration of the 
act. 


APPOINTED CHAIRMAN 
TAX ADVISORY BOARD 


Mr. H. C. Perry of the Heywood-Wake- 
field of Gardner, Massachusetts, a vice- 
president of THE CONTROLLERS INSTITUTE 
OF AMERICA and a member of its Board of 
Directors, was recently appointed chairman 
of the Advisory Board of the Illinois Tax 
Association. 


INSTITUTE ACTIVITIES-COMMUNICATIONS 








Twenty-two Hundred 
Employees Per Controller 


a” official of the Social Security 
Board recently addressed the 
San Francisco Control of THE Con- 
TROLLERS INSTITUTE OF AMERICA. 

In the course of his address he 
raised the question as to how many 
employees were on the payrolls of 
the companies represented by the 
members of the San Francisco Con- 
trol. 

A survey was made which dis- 
closed that 82,000 employees are on 
the payrolls of the companies rep- 
resemted by thirty-seven of the mem- 
bers of the San Francisco Control. 
Two members had not reported 
when this survey was completed. 

If this ratio holds good for the 
seven hundred members of The Con- 
trollers Institute of America it 
means that 1,551,200 employees are 
on the payrolls of companies which 
these controllers represent. No com- 
plete survey of the number of em- 
ployees on the payrolls of the com- 
panies of which members of The 
Institute are controllers has ever 
been made. 











| CASINO MONTCLAIR 


FAMOUS FOR 
GOOD FOOD 
SERVICE AND MUSIC 
| 

Breakfasts from 30¢ 
Luncheon 65¢ 


Dinner $1.50 


Never a Cover Charge 


KEYHOLE BAR 











MONTHLY MEETING PLACE OF THE NEW YORK CITY CONTROL 


IN THE CENTER OF THE GRAND CENTRAL ZONE—THE WORLD’S GREATEST 
BUSINESS, SHOPPING, RESIDENTIAL DISTRICT 


800 Outside Rooms 
with Baths, Showers, 


and Radios 
Single Rooms $3.00 
Double Rooms 4.00 


Twin Bedded Rooms 4.50 


TWO ORCHESTRAS 


HOTEL MONTCLAIR 


‘Lexington Avenue at 49th Street 
NEW YORK CITY 



































New Members Elected 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held December 28, 1936, the applicants 
named below were elected to active mem- 
bership in The Institute: 


GEORGE L. ALSTON 
General Steel Castings Corporation, Eddy- 
stone, Pennsylvania. 
T. N. ANDERSON 
American Can Company, New York City. 
RAYMOND F. ASHENFELTER 
Joseph Horne Company, Pittsburgh. 
GorDON C. BALLHORN 
General Mills, Inc., Minneapolis, Min- 
nesota. 
HENRY P. BuRROWS 
American Smelting & Refining Company, 
New York City. 
ROBERT W. COOPER 
Munsingwear, Inc., Minneapolis, Minne- 
sota. 
EpwIn C. Corson 
American Smelting & Refining Company, 
New York City. 
O. D. CovELL 
Condé Nast Publications, Inc., Green- 
wich, Connecticut. 
THOMAS I. DOWLING 
Schutter-Johnson Candy Corporation, Chi- 
cago. 
ALLEN L. FOWLER 
Day & Zimmermann, Inc., Philadelphia. 


HAROLD H. GIFFORD 
Horn & Hardart Baking Company, Phil- 
adelphia. 

J. J. GrppricH 
The Brown Instrument Company, Phila- 
delphia. 


E. P. GorDON 
Hotel St. Francis, San Francisco. 


GEORGE J. HANSON 
Durham Duplex Razor Company, Jersey 
City, New Jersey. 


J. E. HEARST 
S. S. Kresge Company, Detroit. 


Haro_p Y. HECKMAN 
Examiner Printing Company, San Fran- 
cisco. 


ALFRED HENRY 
Gimbel Brothers, Inc., New York City. 


CLIFFORD A. HILL 
Dravo Corporation, Pittsburgh. 


ARTHUR R. JANES 
Celanese Corporation of America, New 
York City. 


ERNEST G. KELLETT 
Northern States Power Company, Minne- 
apolis, Minnesota. 


REYNOLD A. LEE 
Powers Mercantile Company, Minneapo- 
lis, Minnesota. 
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EpwIN E. McCoNNELL 
Norton Company, Worcester, Massachu- 
setts. 


NELSON L. McCULLY 
Bauer & Black, Chicago. 

CHESTER McKay 
The Western Union Telegraph Company, 
New York City. 


EDWARD B. MILLAR 
Yardley of London, Inc., Union City, 
New Jersey. 

HERMAN J. MULLER 
Carter Coal & Dock Corporation, New 
York City. 

E. M. RICHARDSON 
Investors Syndicate, Minneapolis, Minne- 
sota. 

GEORGE E. RUNYEON 
Burroughs Adding Machine Company, 
Detroit. 

Guy C. SHAFER 
The Red River Lumber Company, Minne- 
apolis, Minnesota. 

PETER M. SHANNON 
Steele-Wedeles Company, Chicago. 


J. E. SHEEHAN 
The Meyercord Company, Chicago. 
L. D. SINCLAIR 
Foley Brothers, Inc., St. Paul, Minnesota. 
J. WALTON St. CLAIR 
Hajoca Corporation, Philadelphia. 
T. F. WHARTON 
Deere & Company, Moline, Illinois. 








Is a unique reference work which 
includes the practical methods 
successfully used during almost | 
twenty years of varied and exten- |! 
sive tax experience. 1,088 pages. : 


New Tax Saving Technique 


TO HELP CONTROLLERS MEET THEIR HEAVY TAX DUTIES 


Taxes have become the most complicated expense element of many business organizations, 
and one of the largest. Overlapping multiple taxes imposed by Federal, State, and local 
Governments cause disastrous overpayments of taxes in many cases which could readily be 
avoided by a competent preview of tax consequencies and intelligent planning. 


PLANNING FOR TAX ECONOMY 


By WILLIAM H. CROW, LL. B. 


Member of New York Bar 
and 


U. S. GREENE, C.P.A. 


of the States of New York, Indiana and North Carolina; Member, American Institute of Accounts . 


| WALDREP—TILSON, INC., 
Suite 904—565 Fifth Ave., 
New York, N. Y. 


Please send a copy of PLANNING FOR TAX ECONOMY by Crow and Greene. 
I will remit the price of $7.50 (plus few cents delivery charge), or will return 
the book within five days, without further obligation. (We pay delivery for 
cash with order, with the same return privilege.) 
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Meetings of Controls in December 


Washington 

A meeting of members of The Institute 
in Washington, D. C., was held December 
10 for the purpose of continuing discus- 
sions with respect to organization of a 
Washington Control. Additional applica- 
tions for membership were received. A por- 
tion of the evening was devoted to a discus- 
sion of several current problems of 
controllers. 

It was decided to meet again Thursday, 
January 21 at which time it was believed 
the plans of the group would be sufficiently 
far advanced to warrant applying for a 
charter for a Control. Mr. Arthur R. 
Tucker, managing director of The Institute, 
attended the meeting. 


San Francisco 

A round table discussion of systems, 
methods and office appliances suitable for 
the keeping of records for employees’ earn- 
ings under the Federal Social Security Act 
was held December 17 by the San Fran- 
cisco Control in the Borgia Room of the 
Hotel St. Francis. The meeting was pre- 
ceded by dinner. 

The discussion brought out much valu- 
able information, especially from those 
members who had made a comprehensive 
study of the various makes of office ma- 
chines. Mr. F. J. Meley, of the H. C. 
Capwell Company, and Mr. J. F. Garvin, 
of Fibreboard Products, Inc., presented sys- 
tems of accounting for handling the re- 
quired details under the Social Security 
Act. Mr. S. L. Skinner, public accountatn, 
took part in the presentation and discus- 
sion of the merits of the various types of 
bookkeeping machines and forms suitable 
for Social Security Act records. 

Mr. J. bllsworth Brokaw has found it 
necessary, because of press of work, to be 
relieved of the duties of secretary of the 
Control. A vote of thanks was tendered 
to him for his work. Mr. J. F. Garvin 
was appointed to complete the unexpired 
term of office of Mr. Brokaw. 


St. Louis 


A round table discussion on “Social 
Security Records” was held by the St. Louis 
Control, December 15, at the Missouri 
Athletic Association under the chairman- 
ship of Mr. Arthur C. Schuchardt of the 
Lambert Pharmacal Company. 


New England 

Mr. Albert E. Sawyer, trade association 
officer of the» Dennison Manufacturing 
Company, addressed the New England Con- 
trol at its regular monthly meeting Decem- 
ber 15, at the City Club, Boston, on “The 
Robinson-Patman Act from the Point of 
View of the Controller.” 

Mr. Sawyer expressed the opinion that 
while the act is not technically perfect 
and will require considerable refinement by 
court action and amendatory legislation, its 
long range effect should be beneficial to 
business in helping to eliminate the exist- 
ing confusion in the distribution structure. 
He pointed out that the weight of legal 


opinion is now to the effect that the law 
does not prohibit functional discounts 
where there is an exact classification of 
functions and that one result of the law 
may be to re-establish these functions on 
a more exact basis. Mr. Sawyer then pro- 
ceeded to the problem of quantity dis- 
counts, outlining in some detail the ap- 
proach of one trade association group to 
this problem. He also touched briefly on 
other aspects of the law. At the conclu- 
sion of the extended discussion period 
which followed Mr. Sawyer was extended 
a vote of thanks for his practical and 
illuminating address. 

The directors of the New England Con- 
trol met December 21 at the University 
Club, Boston. A program for the next 
three months was developed, subjects for 
discussion being chosen for the January, 
February and March meetings. 


New York City 

The monthly meeting of the New York 
City Control was held December 17 at 
Hotel Montclair with Mr. Glenn C. Bowers, 
Director of Unemployment Insurance of the 
State of New York, as speaker. A report 
of his address and of the discussion which 
followed is given in this issue of THE 
CONTROLLER. 


Los Angeles 

A meeting of the Los Angeles Control 
was held December 17. 

Mr. Ernest N. Puetz, Chairman of the 
Control’s Social Security Committee, re- 
ported on his conference with the California 
State Unemployment Commission. The re- 
sult of this conference was that the Los 
Angeles Control will take an active part 
in assisting the commission in its efforts 
to revise the California Act, to the end 
that many of the burdens existing under 
the law as it now stands on the books, will 
be eliminated. A copy of the proposed 
new bill which will be offered by the com- 
mission to the Legislature will be made 
available to the Los Angeles Control before 
it is drafted into final form. 

Following the presentation of the report 
by Mr. Puetz, there was a discussion led 
by Mr. J. C. Yarbrough of the Los Angeles 
Railway Corporation, as to the correct pro- 
cedure for reporting to the state the termi- 
nation records of permanent and temporary 
employees, a procedure affecting all pay- 
roll systems. 

The new form of termination report was 
discussed at the meeting of the Control held 
November 18. A report was made at that 
meeting of a conference with the directors 
of the San Francisco Control in which the 
willingness of the San Francisco Control 
to assist the Los Angeles Control in every 
way was made apparent. Notices of the 
meetings of both Controls are to be ex- 
changed so that members of both may at- 
tend meetings in either city, when con- 
venient. 


Detroit 
Mr. Thurman Morey was the speaker at 
a meeting of the Detroit Control held De- 
cember 9 at the Wardell Hotel. Mr. Noel 


E. Keeler, president of the Control, was 
in the chair. 

Mr. Morey’s subject was “The Social 
Security Act.” He spoke particularly of 
the unemployment insurance and old age 
benefits provisions of the act. At the con- 
clusion of his address an interesting and 
lively discussion was had in which many 
members of the audience of fifty asked 
questions with respect to specific points and 
contributed points of information based on 
their own experiences, and instructions re- 
ceived from various authoritative sources. 


Chicago 

Mr. Homer J. Buckley addressed the Chi- 
cago Control in a meeting held November 
24. The text of his address is given else- 
where in this issue of THE CONTROLLER. 

The Control held its holiday meeting 
December 22 at the Palmer House, Chi- 
cago. The program consisted of an elabo- 
rate entertainment by professional singers 
and dancers and others. The affair was 
voted a complete success and was largely 
attended. 

President Ernest L. Olrich presided at 
both the November and December meetings. 


Cincinnati 


Mr. W. B. Hackett, zone manager of the 
Todd Sales Company, addressed the mem- 
bers of the Control and their guests on 
“Application of Social Security Act Forms 
One to Five Inclusive” at a meeting held 
December 8 at Hotel Alms, Walnut Hills. 
Considerable interest was shown in the ad- 
dress and the discussion which followed. 

A meeting of the Board of Directors 
was held after the meeting of the Control. 
It was decided that the January meeting 
should be held on the second Tuesday of 
January and that it will be a round table 
discussion on “New Laws Both Federal 
and State,” by members of the Control. 


Philadel phia 

The Philadelphia Control met December 
21 at the Penn Athletic Club and was ad- 
dressed by Mr. Andrew B. Young, partner 
in the law firm of Stradley, Ronon & 
Stevens, on “Federal Taxation,’ with par- 
ticular emphasis on surtaxes and corporate 
reorganizations. Mr. V. L. Elliott was 
chairman of the meeting. 


Pittsburgh 


A special meeting of the Pittsburgh Con- 
trol is to be held January 25 at the William 
Penn Hotel. It will be addressed by Mr. 
John Haskell, secretary of the Committee 
on Stock List of the New York Stock Ex- 
change. 

Invitations to attend this meeting have 
been extended to the Pittsburgh Chapter of 
the Pennsylvania Institute of Certified Public 
Accountants and to the Investment Bankers 
Association of America, Western Pennsyl- 
vania Group. 

The Control is also making it executives 
night, when members of the Control will 
invite the executives of their corporations to 
be present. 




















AND missing the broader horizons that Long 
Distance can open up in your business. . . has 
opened up in hundreds of other businesses? 
In these days of increased pace and sudden 
price fluctuations, time has become as defi- 
nitely a commodity as raw material. And there 
is no better way to buy time than through the 
use of Long Distance service (fitted to your 
organization by a careful Bell System survey). 
In this light, you will look at your 
telephone bill as an investment 

rather than as overhead. 


Everywhere, every day, Long Distance is 
paying dividends . . . in greater good will, 
faster delivery, quicker collections. It’s two- 
way, personal, flexible. Let your men use 
Long Distance more, for a month or a quarter, 
and keep a check on results. You'll find it a 
laborer worthy of its modest hire. 





Many interstate Long Distance telephone rates for 
day, night and all day Sunday calls are reduced, 
effective January 15. 














Social Security Record Systems 


POSTINDEX IS FAST—ACCURATE— 
CONVENIENT—ALL IN ONE PLACE 


With Postindex, you can submit complete personnel history and employment records— 
all in one place, accumulated by individual to date. A request from you will bring sam- 
ples of the Postindex Master Form and Weekly Record by mail for inspection at your 
convenience. No obligation. 


Postindex Flat Books and Cabinets will give you a compact 
“Social Security’ record system for any number of em- 
ployees. ‘Tell us the number employed and let us submit 
complete details. 

Each Postindex form is held in place by a spring steel wire. The per- 
manent and accurate visibility of each record is assured by the metal 
“trunnion.” | 


Absolute alphabetical or numerical sequence is maintained with 
speed and with- 
out the trans- 
position of any 
active record by 
the simple meth- 
od of “snapping” 
into place the 
new or addi- 
tional record. 
Speed, flexibility Postindex Flat Book—Model 5 
and ease of handling make Postindex the ideal medium for 
keeping your vital business records “alive” and up to date. 


Whe varied assortment of styles, the adaptability of Postindex 


7 ~ a] are without equal. The Postindex representative will be glad 
pane be eee 5 
ee laa 5 ELT TOER 


to demonstrate these and many other time saving features of 
SS Postindex Visible Equipment. 


e OTHER POSTINDEX EQUIPMENT e 


Ask for complete catalog 





Postindex Swinging Panel Files 
Postindex Rapid Stacks Model 3 

Model 1 Postindex Drawer Cabinets A compact, efficient reference file that oc- 
The fastest posting visible index file Model 8 : cupies little space. They afford more refer- 
on the market. Left hand does all Postindex Drawer Cabinets are made with ences in less space, greater speed in opera- 
the handling, leaving right hand 6-7-12-13-19 or 20 draws to the cabinet. Visi- tion, instantaneous rearrangement of forms, 
free for posting. Panels may be bility */;, inch or 14 inch. They are made for easily changed panels at the lowest cost per 
lifted out and replaced instantly. forms 5 x 3, 6 x 4, 8 x 5, 10 x 6 and 12 x 6. thousand names in visible filing. 


Postindex Division, ART METAL CONSTRUCTION COMPANY, Jamestown, N. Y. 


. . - Sostindex sible Piles. . « 


















